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RESTRICTED • 
From: SIR PETER MIDDLE ON 

Date: 23 July 1987 

CIRCULATION: AS ATTACHED LIST (ANNEX B) 

AUTUMN STATEMENT SECURITY  

I am concerned to ensure that our internal arrangements for handling 

the Survey arithmetic are once again as secure as possible. 

2. 	I attach a code of practice on the handling of the GEP1 

scorecard and related material, based on the arrangements used 

successfully last year. EOG (Mr Rees) may organise spot checks 

to ensure the system is working properly and I would ask you all 

to help him with his duties. 

?t P E MIDDLETON 
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ANNEX A 

Aft 
AMEMN STATEMENT SECURITY: CODE OF PRACTICE 

The following arrangements, similar to those used last year, 

formalise the handling of material about the Chief Secretary's 

overall negotiating position for the bilaterials and the Star 

Chamber discussions. 

Aim  

The aim is to make our arrangements for handling this material 

as secure as possible, by ensuring the information is restricted 

to people with a need to know. 

Coverage  

The arrangements cover copies of the GEP1 scorerard showing 

the Chiet Secretary's overall negotiating position and papers 

discussing the scorecard and the Chief Secretary's overall tactics. 

The originators of the material (largely GEP1) are responsible 

for deciding which papers come into these categories. 

ORIGINATORS 

Identification  

All papers covered by the arrangements should be classified 

SECRET AND PERSONAL and include the word SCORECARD in the top 

right hand corner of the first page above the copy number. 

Originators should include copy numbers on all copies of 

SCORECARD material and keep a note of who those copies are sent 

to. The note, together with a brief description of the material 

copied, should be sent to Miss Mankelow (GEP Room 97/3) within 

24 hours, so she can complete a log showing who has which copy. 

Scorecard material should be circulated on a need to know 
basis. 	In no circumstances should a copy be sent (or shown) 



to people not on the Scorecard circulation list (copy attached). 

This list will be extended later in the Autumn Statement, as Aft 
neSORsary, to cover those involved in, for example, the Autumn 

Statement briefing exercise. 	Suggestions 	for adding people 

to the list should be sent to Sir Peter Middleton's Private 

Secretary (Mr Saunders), giving at least one day's notice. 

RECIPIENTS 

Recipients are asked not to photocopy any scorecard material 

and to show it only, on a need to know basis, to others on the 

Scorecard circulation list. Scorecard papers should not be left 

unattended by the person responsible for their custody - he/she 
should lock them away whenever he/she leaves the room. In some 

cases minutes covered by the scorecard rules will include less 

sensitive information eg on departmental running costs. 	This 

less sensitive material is not covered by this code of practice 
and may be shown to others. 

The normal rules on taking classified documents home applies 

(paragraph 70 of the Treasury security instructions). If anyone 
needs to take SCORECARD material home on a regular basis, authority 

must be obtained from the Permanent Secretary. If an occasional 

need rises, authority must be obtained from an Assistant Secretary 
or above. 

Recipients may keep copies of scorecard material as long 

as they wish. When they have no further use for it the material 

should be sent to Miss Mankelow (GEP1, Room 97/3) so the log 

can be amended before the material is destroyed. 

Cupboards and spot checks  

EOG will check that those on the scorecard list can keep 
the material in secure cupboards ensuring privacy from those 
not on the list. 	EOG (Mr Rees) may organise spot checks of 

scorecard material to ensure the system is working. 



The Press  

Ilk 
11/ 

11. No one should brief the press on matters related to the 

bilaterials without first referring to Mr Culpin. 
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ANNEX B 

NElahT0 KNOW GEP1 SCORECARD: BILATERTALSAND STAR CHAMBER STAGES 

Chancellor 

Principal Private Secretary (Mr A C S Allan) 

Private Secretary (Mr -A-A41,c4.1).6)3 - 	Tde,c) 

Assistant Private Secretary (Mrs C Ryding) 

Clerks (Mr N G Fray), (Miss J Camp), (Mr J 

Chief Secretary 

Private Secretary (Miss J Rutter) 

Assistant Private Secretary (Mr M Felstead) 

Clerks (Mr S I M Kosky), (Mr A A Dight) 

Personal Secretary (Miss P Stanton) 

Sir P Middleton 

Private Secretary (Mr R B Saunders) 

Personal Secretary (Miss J C Todd) 

Mr K S D'Rosario 

Mr F E R Butler 

Senior Personal Secretary (Mrs F Verlander) 

Mr J Anson 

Senior Personal Secretary (Mrs E Davies) 

Mr N Monck 

Senior Personal Secretary (Miss R Jackson) 

GEP 

Mr A Turnbull 

Senior Personal Secretary (Mrs V Brown) 

Mr E J W Gieve 

Personal Secretary (Mrs C Genuardi) 

Mr R Pratt 

Personal Secretary (Mrs G McKinnon) 

Mrs R J Butler 

Personal Secretary (Mrs S Church) 

Miss S P B Walker 

Ms M Wallace 

GEP1 Clerk (Miss C Mankelow) 

Mx B Kalen 

(Mr A Lyons) 



PP/EB 

Mr milv scholar 

Mrs D Crane 

PSF/GEP3 

Mr C J Mowl 

Personal Secretary (Miss S J Nash) 

Mr S J W Briscoe 

Mr J K Darlington 

D Deaton 

Miss L Adamson 

EOG 

Mr M Rees 

Special Advisers 

Mr A Tyrie 

Personal Secretary (Ms M May) 

IDT 

Mr R P Culpin 

Personal Secretary (Mrs G McDowell) 

RCM 

Mr T Luue 

Personal Secretary (Miss N F Hulbert) 

Mr M Hoare 
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MISS C EVANS 
31 JULY 1987 

cc Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
PCC 
Mr Moore 
Mr Peretz 
Mrs Lomax 
Mr Sedgwick 
Mr Turnhull klASS PelfP)NNJ 
Miss O'Mara 
Mr Culpin 
Mr Dyer 

Mr Cropper 
Mr Tyrie 

CONFIDENTIAL 

FROM: 
DATE: 

TIMING OF THE AUTUMN STATEMENT 

It would assist our timetabling to have your agreement now to a 

provisional date for the Autumn Statement (we aooume that, you will 

again think an Autumn Statement is something we can't do without). 

2. 	In recent years the main constraints have been the privatisation 

and Parliamentary timetables. 	Following a discussion taken by 

Sir Peter Middleton last week on the potential disclosure problems 

associated with a 15 October BP impact day our conclusion is that 

there is no need to stretch out the final Survey Cabinet timetable 

(provisionally planned for 5 November with a fall-back date of 

12 November) so as to create space between the BP sale and the Autumn 

Statement. Since the 1987-88 session runs from June 1987 to 

October 1988 the usual gap between prorogation and opening is not a 

constraint this year: Parliament returns from the Summer Recess on 

21 October and then sits up to the Christmas Recess. It is a problem 

this year that your Mansion House speech is planned for 4 November, 

the night before the public expenditure Cabinet, and perhaps before 

the Autumn Statement itself. This could be a factor in finally 

settling the timetable. 

3. 	Last year we were faced with a large, and, to the outside world, 

unexpected increase in the planning total shortly before a major 



ivatisation issue. It was thought impossible to keep such a market 

nsitive piece of information secret between the Cabinet and the 

following week. It was therefore decided that the Cabinet's 

decisions should be announced in a full oral statement on the same 

day with the forecast and the main expenditure nflmbers issued as 

press huLlces. The traditional Autumn Statement document was 

published the following week. This procedure involved a number of 

risks eg that we would not settle all the figures between the end of 

Cabinet and the deadline for running off the statement. But with an 

uneventful Cabinet and by cutting a few corners we succeeded. 

This year there is no privatisation issue immediately after the 

Autumn Statement, and no problem with Parliament being in recess. 

And a change to the planning total would cause less surprise. 

Nevertheless we may well feel that the precise figures are market 

sensitive and, if the Survey outcome is successful, some of the 

measures could be more controversial than last year. 	These 

considerations might point to repeating last year's procedure, though 

if we do it will be difficult ever to get back to a statement in the 

following week. 

There is no need to decide this now, though it would be helpful 

not to leave a decision as late as last year when we had two plans 

running side by side. 	We will submit advice around the end of 

September - we shall need to alert the Whips of the likely Statement 

date in mid-October. 

If you agree we propose to plan now for the Survey Cabinet on 
5 November  with the possibility of either  

a full oral statement (and press notice as last year) on 

the same day (and published document the following week) 

or 

reverting to the previously established practice of having 

the oral statement and published document the week after 

the Survey Cabinet. 

As a fallback we would keep open the possibility of letting the whole 

timetable slip by a week if the progress of the Survey makes this 
unavoidable. 

NITC 	r FITAMq 



MR SEDGWICK 
MR TURNBULL 
MISS PEIRSON 
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MR SHORT 
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FROM: MISS C EVA S 
DATE: 23 SEPTEMBER 1987 

cc 	Mr Scholar 
Mr Allan 
Mr Saunders 
Mr Rawlins 
Mr S J Davies 
Mr McIntyre 
Mr Gieve 
Miss Walker 

Akws citiv-vx KaAAA s 
N's St..e CAA 	Lectes- 

(aff.a. 	S,WN. 	 LICE) 
AUTUMN STATEMENT: CORE TIMETABLE 

••• 	I attach the first draft of the Autumn Statement timetable. 	Could I have 

comments/amendments by close on FY 	, please. A revise will be circulated 	next 

week. 

As last year we do not yet know when the oral statement will take place (we will be 

consulting the Chancellor about this on his return from Washington). But as a fail safe we 

have produced a timetable which will allow us to deliver the worst case option 

ie announcement on 5 November. Therefore for weeks -4 to -1 there is a single timetable. 

The timetable for week 0 (week beginning 2 November) shows the programme for 2 options: 

oral statement on 5 November and 10 November. I am assuming that whatever option is 

chosen the printed document will issue on Tuesday 10 November so there will be only one 

printers' schedule, but it is possible that the Chancellor may choose a different publication 

date so we would need to revise the schedule. 

To reduce the time spent by authors in correcting printers' proofs and to avoid major 

changes which can cause the printer a lot of problems the objective is to send the proofs of 

each Chapter to the printer after it has been cleared (and if necessary discussed) with the 

Chancellor. Accordingly the timetable allows for a meeting with the Chancellor on 

Chapter 1 onIttOK 	2(.,,;.° October and for a revised version to be submitted to him the 

following day if necesrary. Meetings to discuss the drafting of Chapters 3 and 4 seem 

unlikely to be needed - could Mr Turnbull advise on whether we should plan for a meeting on 

Chapter 2 (which would need to be early on 28 October so that amendments can be made 

before the Chapter goes to the printer that evening). 

To avoid a separate submission on Chapter 3 I am suggesting that the ST submission to 

the Chancellor on the NICs decisions should also ask him to clear the text of Chapter 3 

(which I assume will follow last year's format). 



4. •iss Walker has already spoken to me about the new Chapter 2 format and we have 

agreed to send the printers a mockup in advance to allow them to set up the new tables and 

give us time to identify any layout problems. Could the authors of Chapters 1, 3 and 4 

similarly let me know as soon as possible if they are planning to introduce any new tables or 

make significant changes to the layout of existing tables. 

5. 	Could EB please insert the key dates for the AS brief and any important economic 

statistics release dates which I have omitted. 

6. 	As discussed could Mr McIntyre please liaise direct with the Chancellor's Office about 

any meetings which may be needed on NICs. (The Chancellor's meetings on the Forecast on 

14 and 26 October are already in the Diary.) 

7. 	Points to remember which we need to timetable when we have a decision on procedure 

are: 

arrangements for statement in the Lords; 

if the statement is to be on 5 November we need to try to au: dllge an early start 

for Cabinet; 

backbenchers' brief. 

8. 	We will circulate the aide memoire (setting out the detailed timetable from 

26 October) in the week beginning 12 October. 

Ca lc 67kAAJ\ 

MISS C EVANS 
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Week -4 

Monday 
5 October 

Tuesday 
6 October 

Wednesday 
7 October 

Thursday 
8 October 

Friday 
9 October 

Key Events Autumn Statement 	 Public Expenditure 

 

   

Party Conference 

  

Party Conference 

  

Party Conference 

  

Party Conference Forecast report circulated 
FP commission contributions 
to oral statement 

 

Week -3 Key Events Autumn Statement Public Expenditure 

Monday 
12 October ECOFIN 

ST submission to CX on 
NICs consultations Star Chamber reviews tasks 

Tuesday 
13 October PCC meeting on the Forecast Star Chamber 

Wednesday 
14 October NEDC Chancellor's meeting on the 

Forecast Star Chamber 

Thursday 
15 October BP Impact Day 

Unemployment figures 
Star Chamber 
GEP submission to CX + CST 
on new Chapter 2 tables 

Friday 	• 
16 October 

Social security uprating announcement 
September PSBR Star Chamber 

1st draft of oral statement 
to CX 



t 
6- Chancellor comments on Chapter14 

EA commission charts from CSO 
1st draft IAF (Chapter 1) to CX 
Chapters 3 & 4 to printers 

Friday 
23 October 
	

September trade figures 

Week -2 	 Key Events 
	

Autumn Statement 	 Public Expenditure 

Monday 
19 October 

FP send mockup of Chapter 2 

to printers 

Star Chamber 

Tuesday 
20 October Provisional money figures Star Chamber 

Wednesday 
21 October 

ST submission to CX on 
Chapter 3 
FP submit Chapter 4 to CX 
Printers send Chapter 2 mockup 
to FP 

GEP/Cabinet Office prepare 
Star Chamber stocktaking paper 

Thursday 	 House of Commons return 	 r--17 
22 October 	 PEM meeting on draft IAF(Cko-ekr i) 	GEP clears Chapter 2 with Divisions 



Week -1 	 Key Events 
	

Autumn Statement 	 Public Expenditure 

Monday 
26 October Stock Exchange speech CX's meeting on Chapter  1 Star Chamber 

GEP considers whether 
Tsy Press Notices needed 
GEP draft speaking notes for CX 
and PM to use at Cabinet 29/10 

Tuesday 
27 October Revised Chapter 1 to CX 

1st draft Chapter 2 to CX 
PPS CX writes to No 10 
about AS arrangements 

Star Chamber 

Wednesday 
28 October CX's comments on Chapter 1 

revise circulated by 12am 
CX's comments on Chapter 2 
circulated by 12am 
Chapters 1 & 2 to printers 

Star Chamber 

Thursday 	 Cabinet informed of AS timetable 	 EB commission economic briefing for Cabine 
29 October 	Treasury 1st Order Questions 	 GEP commission pe briefing for Cabinet 

Departments informed cf AS timetable 	 Cabinet Office draft Lord President's 
paper for Cabinet 
PS/CX writes to Departments 
commissioning Press Notices 

Fi1a37-11,--  
30 October 



Week 0 	 Key Events Autumn Statement (Plan A) 	 Autumn Statement (Plan B) 

(Oral Statement 10 November) 	 (Oral Statement 5 November) 

Monday 
2 November GEP and EB submit Cabinet briefing 

to CX and CST 

GEP and EB submit Cabinet briefing 
to CX and CST 
GEP finalise Survey arithmetic and 
clear PE Press Notice with CX 

Tuesday 
3 November 

Reserves published 

Lord President's paper circulated 
to Cabinet 
Printers send 1st proof of AS (all 
chapters) to FP, FP submit to CX 

Tax Ready Reckoner Press Notice 
finalised & copied 
Lord President's paper circulated 
to Cabinet 
Printers send 1st proof of AS (all 
chapters) to FP, FP submit to CX 

Wednesday 
4 November 

Mar_sion House speech CX's comments on AS proofs to FP 
and authors by 12am 

Forecast Press Notice finalised & 
copied 
CX's comments on AS proofs to 
and authors by 12am 

Thursday 
5 November Public Expenditure Cabinet 

 

Public Expenditure Press Notice finalised & 
copied 
Oral Statement finalised & copied 
AS package finalised & circulated 
AS proofs to printers 

 

[Oral statement] 

AS proofs to printers 

Friday 
6 November 

Saturday 
7 November FSBR proofs checked in HMT 	am FSBR proofs checked in HMT 

pm FSBR proofs returned to printers 	pm FSBR proofs returned to printers 



Week + 1 
	

Key Events 	 Autumn Statement 

Monday 
9 November 
	

Read at press 

Tuesday 	 [Oral Statement] 
10 November 	 AS document published 

Wednesday 
11 November 

Thursday 
12 November 
	

Unemployment figures 

Friday 
13 November 
	

RPI published 

• 
4 	• 	e 
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FROM: 	M.GIBSON 
DATE: 25 September 1987 

cc Mr Scholar 
Mr Turnbull 
Miss Peirson 
Miss O'Mara 
Mr Dyer 
Mr Allan 
Mr Saunders 
Mr Rawlins 
Mr S J Davies 
Mr McIntyre 
Mr Gieve 

AUTUMN STATEMENT: TIMETABLE 

Your minute of 23 September. 

NICs  

We have already made a submission to the Chancellor on the 

state of the NI Fund and know his preferences for this year. 

The 	usual 	starting point to achieve interdepartmental 

agreement is a letter from the Secretary of State for Social 

Services making his proposals to the Chancellor, copied to the 

Secretary of State for Employment. It is possihle that Mr Moore 

will write by the end of next week, but this is dependent on the 

Government Actuary doing the necessary calculations in time. 

However, DHSS officials are fully aware of the need to ensure that 

decisions are taken promptly. When Mr Moore's letter arrives, we 

will advise. 

We anticipate that the text of Chapter 3, which we will clear 

with the Chancellor with follow last year's format exactly. 



CONFIDENTIAL 

• 
5. There is just one potential wrinkle of which Mr McIntyre 

should be aware. Last year's Statement referred to the necessary 

orders and the GAD report being laid shortly; in practice this 

happened a few weeks later to enable a debate on the orders at the 

same time as the benefit uprating orders. This year, because of 

the accelerated timetable of the latter, there will need to be a 

separate debate on the contributions orders. Because of the large 

surplus in the Fund, DHSS officials had been hoping to avoid this 

and are still searching for ways round the problem. I think they 

will have to accept separate handling of the contributions order. 

Benefits Uprating 

Last year was straightforward, as Mr Fowler made an uprating 

statement for all benefits on 22 October, shortly after the 

publication of the September RPI and the return of the House. An 

early meeting of Star Chamber was arranged in the proceeding week 

to settle the programme. 	This year Mr Moore and the Chief 

Secretary have already reached agreement on the programme, though 

colleagues still need to be consulted. 

But there are additional complications. As you know, there 

will be a new set of income related benefits introduced from next 

April and DHSS have received legal advice that they must consult 

the local authorities on the Housing Benefit rates (which are also 

income support rates) before final decisions are taken. They 

therefore anticipate that the rates will go to the 	local 

authorities for consultation in the week beginning 12 October, 

with a view to final decisions being taken and an uprating 

announcement being made on 5 November (ie about 2 weeks after the 

House returns). It is envisaged that this announcement would 

cover all benefits, and the necessary orders would be laid on the 

same day. 

However, it is likely that DHSS will come under considerable 

pressure to make an earlier announcement of the non-income related 

benefits of which retirement pension and child benefit are the 

most important. 	This is because there has been a lot of press 



CONFIDENTIAL 

sAllulation about child benefit and because the September RPI 

comes out early this year (9 October), so everyone will be able to 

calculate the RPI linked increases. Once the House returns, the 

Opposition will ask for an early statement. 

So the DHSS timetable attached, sent in a recent letter from 

Mr Moore to the Chief Secretary, is still fairly speculative in 

regard to the uprating announcement. You will also wish to note 

that DHSS intend to have for a debate on their uprating orders in 

the week beginning 16 November, to achieve a start on the 

conversion to the new benefit on 23 November (a fixed date). This 

may have implications for your timetable. 

You may like to discuss on Monday. 

M GIBSON 



TIMETABLE 

Preferred 	Latest  

1 October 	15 October 	Housing Benefit rates to local 
authorilies for consultation. 

15 October 	29 October 	Deadline for comment: 
Counsel advises 2 clear weeks as 
minimum. 

Final decisions. Counsel advises 
one clear week as minimum to 
consider comments. 

w/c 26 October 5 November 	Uprating announcement. 

Regulations laid. 

Tuesday 2 and Tuesday 9 and Joint Committee on Statutory 
Tuesday 	Tuesday 16 	Instruments. These are substantial 9 November 	November 	sets of regulations: iL is highly 

likely that JCSI will not take them in 
one go. They may raise queries on 
them at either session. 

Debates in both Houses. Full day 
debates may be needed. 

Income support conversion exercise 
starts. Regulations must be made 
by then. 

22 October 	5 November 

Week of 
16 November 

23 November 
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FROM: A TURNBULL 
DATE: 6 OCTOBER 1987 

MISS O'MARA cc Mr Scholar 
Mr Culpi 
Mr Giev 
Mr H  on-rAi2- 
Miss impson 
Miss Walker 

BRIEFING FOR 1987 AUTUMN STATEMENT 

You asked for comments on your proposals for the structure of 

briefing. Rather than have a set of briefs Fl to F27 plus, as 

part of a separate pack ?  EE1 to EE5, I would draw the two lots. 

X of material together into one pack of detailed briefing on public 

expendltalre. I would then make arrangements for this to be given 

a more limited circulation - I doubt, for example, if all the 

forecasters need the detailed public expenditure material. 

I think we can merge F6 and F7, and F20 and F23, and F2 

and F3, with the emphasis being on F3. We can drop EE5, putting 

one or two Opposition knocking entries into E2. We also need 

to add a new brief for science & technology. 

The title of F15 should be Lord Chancellor's Department 

and Legal Departments- 

4,J0 

r;,444 -vt ate4'n  "v""  

fix AA' 11-r-tar"-jd  

A TURNBULL 
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FROM: ROBERT CULPIN 
DATE: 9 OCTOBER 1987 q 

4 

AUTUMN STATEMENT 

cc Chief Secretary 
Financial Secretary 
Paymaster Gencral 
Economic Secretary 
Sir Peter Middleton 
Mr F E R Butler 
Sir T Burns 
Sir G Littler 
Mr Anson 
Mr Turnbull 
Mr Scholar 
Miss Peirson 
Mr H I G Allen 
Miss O'Mara 
Mr Dyer 
Mr Cropper 
Mr Tyrie 
Mr Call 

Mr Scholar's note of 30 September and Mrs Ryding's of 2 October. 

If the Autumn Statement is on a Tuesday, you will need a 

holding statement the previous Thursday. Otherwise you will lose 

the initiative. 

It can't just be "wait till Tuesday". That will just about 

do if you are sticking to the planning total, but not otherwise. 

(Remember 1984: minor change in the planning total, good Treasury 

outcome, but no proper Government statement, so "major Treasury 

defeat" in the press.) 

The elements are roughly: 

public spending on track to decline further as a share 

of national income 

 

 

bE 

new planning totals of X consistent with that 

policy succeeding, and entirely unchanged 

details on Tuesday. 



• 
The statement will need a few figures, but can be quite short. 

	

5- 	I think we could probably draw the line at this point: keep 
off the PSBR, keep off the forecast, and sn on. And if that, is 

what we decide, we shall have to try hard to stick to it, in the 

face of pressures from the press: otherwise we could be accused 

of releasing information to newspapers before Parliament. 

	

6. 	The most obvious procedural options (some of which could 

be combined) are these: 

An Ingham communique. 

A prepared text for Prime Minister's Questions. 

An arranged written PQ. 

A short Ministerial statement by you 

A 	full 	Ministerial 	statement 	without 	supporting 

documents - effectively splitting an Oral Statement 

on Thursday from the published Autumn Statement on 

Tuesday. 

A repeat of last year. 

A press conference. 

If you accept the judgements in paragraphs 4 and 5, I think 

(b), a text for Prime Minister's Questions, would probably be 

least bad. 	It could be supported by well orchestrated press 

briefing, of the kind we mount for the July Cabinet. And you 

could follow with a normal Oral Statement on the Tuesday. 

It is a pity that the Thursday announcement would be outside 

your direct control. Rut unless you are Lo repeat last year's 

exercise, the options which involve you directly look to me a 

little clumsy. 

9 	You can discuss all this at your meeting on Wednesday. 

2 



I should like to add one other point. 

Every Autumn Statement has at least two messages: 

1. 	we are raising planned spending on many programmes; 

but 

Ii. it is still growing less fast than the rest of the 

economy. 

The main table always highlights i., because it mainly compares 

new plans with old plans. For 1988-89, for example, the new 

provision for a lot of programmes is clearly going to be higher 

than the old provision, so we will get a long string of pluses. 

I should like to see more emphasis on ii. This is partly 

for market reasons. It is also because, if you live in the real 

world, what matters is what happens between this year and the 

next, not how one load of numbers for next year differs from another 

load of numbers. 

The problem, as we all know, is the Reserve. If we allocate 

it to programmes this year but not next, the comparison between 

years is bound to be somewhat artificial. 

I understand that Mr Turnbull has proposals for improving 

the tables, which I think would help. You might bear this point 

in mind when it comes to refining them. 

ROBERT CULPIN 
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4. 44 P+  FROM: 	CATHY RYDING 

4);  

	

DATE: 	2 October 1987 

MR SCHOLAR 

cc: CST 
FST 
PMG 
EST 
Sir P Middleton 
Mr F E R Butler 
Sir T Burns 
Mr Anson 
Mr Turnbull 
Mr Culpin 
Miss Peirson 
Mr Dyer 
Mr Cropper 
Mr Tyrie 
Mr Call 

FORMAT OF THE AUTUMN STATEMENT 

The Chancellor was grateful for your minute of 30 September. 

2. 	The Chancellor has commented that there are a number of angles 

to this, and he would like to hold a small meeting in the week after 

the Party Conference. We shall be in touch shortly to arrange this 

meeting. 	In the meantime (and in advance of the meeting) the 

Chancellor would be grateful if Mr Culpin would let him have a note 

from his angle. 

CATHY RYDING 
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FORMAT OF THE AUTUMN STATEMENT 

.461441 

As foreshadowed in Miss Evans' su mission of 31 July this note 

discusses the options for presenting the Autumn Statement following 

the public expenditure Cabinet which you have agreed should be 

provisionally planned for 5 November. We need to decide whether to 

follow the practice usually followed before 1986: oral statement and 

published document on the Tuesday (10 November) following the public 

expenditure Cabinet (Plan A) or whether to repeat labL year's 

procedure: oral statement and press notices on 5 November and 

printed document the following week (Plan B). 

2. 	You will recall that we broke with precedent last year for two 

reasons, substantive and procedural: 

we were concerned that, if a Statement were delayed, 

partial reports and leaks of the increases in the planning 

totals would damage market confidence just ahead of the Gas 

privatisation because markets were not anticipating such 

increases; 

the npening of Parliament was not until Wednesday 

12 November so an oral statement to the House on the 

Tuesday following the public expenditure Cabinet was not 

possible. 

3. 	This year the procedural problem does not arise. 	Parliament 

returns on 21 October and then sits until Christmas. 	The choice 



111 between Plans A and B therefore turns mostly on a judgement about the 
market sensitivity of the likely public expenditure decisions on 

5 November. This year the fact that the planning totals are being 

increased will not be news in the markets. But an increase on the 

scale of last year could come as a butprise,although esti_mates are 

currently circulating of increases in the range of £2-4 billion. If 

the outcome were in that range most of us feel that the impact on the 

markets of the public expenditure increases in the Autumn Statement 

should be fairly small; and that it should be possible to revert to 

the previously established procedure of announcing the decisions on 

the Monday or Tuesday (preferably the Tuesday, to give ourselves and 

Departments maximum time to co-ordinate publicity) after the Cabinet. 

MG on the other hand feel this could be running a market risk, 

the size of which is difficult to judge at present. It could be that 

financial markets at the time are fairly settled, as they have been, 

on the whole, over recent weeks. In that case, and so long as the 

outcome were within the range expected, there would be little 

difficulty. On the nther hand, we could be facing rather unsettled 

markets: for example if we have had a further set of bad trade 

figures. 	In that case, particularly if the public expenditure 

increase were at or above the top of the expected range, the 

inevitable speculation, and probable leaks, about the precise numbers 

could easily disrupt the markets in the few days between Lhe Cabinet 

meeting and the announcement - disruption that might be avoided were 

you to make an earlier full presentation announcing at Lhe same time 

a lower than expected PSBR figure for the current year, and 

reassuring expenditure/GDP ratios for the future. 

Subject to your views on market sensitivity there are strong 

reasons for returning to a statement on Tuesday after Cabinet. If we 

repeat last year's pattern this year it will be very difficult in 

future years to revert to previous practice. The risks we ran last 

year were considerable. 	To meet our aim of publishing all the 

information normally contained in the printed document we had to be 

ready to follow an exceedingly tight timetable to finalise and 

distribute copies of your Statement, together with copies of the 

Press Notices announcing the Forecast, the Public Expenditure plans, 

and the tax ready reckoner figures. Things went reasonably smoothly 



111 because all programmes were settled before the Cabinet meeting and 
Cabinet endorsed your proposals without qualification and finished 

early. We cannot be sure that this will happen again this year. If 

Cabinet changed the public expenditure decisions or left some details 

unclear there could be serious difficulties in getting the 

documentation out in time. In these conditions the risks of mistakes 

are high and even if things go smoothly we might not be able to settle 

the detailed numbers for Scotland, Wales and Northern Ireland in time 

for release on the day (you will recall that the omission of some of 

these detailed figures last year caused some problems in Parliament). 

We also need to finalise Departmental press notices well ahead of 

Cabinet in order to secure maximum public impact on the day and one or 

more of these could be casualties of a last-minute Cabinet decision. 

Last year the work of the Star Chamber had progressed 

sufficiently well for us to be able to warn departments after Cabinet 

on 30 October that public expenditure would be on the agenda for the 

6 November meeting and that a statement would be made on thc 

afternoon of that day. 	This gave departments a week in which to 

prepare Press Notices and, with a couple of exceptions, departments 

met the tight deadlines. 

If, however, negotiations in Star Chamber continued until very 

soon before the Cabinet, the Prime Minister might not decide until 

the last minute whether to bring the Survey onto the agenda on 

5 November or to delay a week in an effort to resolve outstanding 

differences. This would mean that the notice we could give for the 

preparation of Press Notices would be too short, the presentation of 

a Survey outcome suffering as a result. 

A further consideration is the Parliamentary problem which would 

arise if an on-off decision meant that Opposition spokesmen were not 

given adequate warning of the timing of the Statement. 

CONCLUSION 

To avoid the risks inherent in last year's procedure we 

recommend that we should decide now to plan for Plan A: an Autumn 

Statement on Tuesday 10 November. The date of the Statement would be 



III announced on the day of the public expenditure Cabinet. Naturally 

for operational reasons we would welcome a firm decision now for 

10 November. However, if you prefer to defer a final decision until 

nearer the time it would nevertheless be useful for us to know now 

your views on these arguments. We think that we would need a final 

decision by 29 October at the very latest, (NB trade figures 

23 October; money 20 October; PSBR 16 October) to give us a week to 

draw up last minute plans for a Statement on 5 November. 

VI CS 

M C SCHOLAR 
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CONFIDENTIAL 

FROM: A C S ALLAN 

DATE: 3 August 1987 

MISS C EVANS 

cc: PS/CST 
PS/FST 
PS/PMG 
PS/EST 
Sir P Middleton 
Sir T Burns 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Monck 
Mr Peretz 
Mrs Lomax 
Mr Scholar 
Mr Sedgwick 
Mr Turnbull 
Miss O'Mara 
Mr Culpin 
Mr Dyer 
Mr Cropper 
Mr Tyrie 

TIMING OF THE AUTUMN STATEMENT 

The Chancellor was grateful for your minute of 31 July. He 

was content with your proposals, and awaits further advice 

around the end of September. 

pp,4- 
A C S ALLAN 
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CONFIDENTIAL 

FROM: 
DATE: 

MISS C EVANS 
31 JULY 1987 

MR SCH9LAR 

2. 	CHANCELLOR OF THE EXCHEQUER 

TIMING OF THE AUTUMN STATEMENT 

cc Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
PCC- 
Mr Moore 
Mr Peretz 
Mrs Lomax 
Mr Sedgwick 
Mr Turnbull 
Mi33 O'Mara 
Mr Culpin 
Mr Dyer 

Mr Cropper 
Mr Tyrie 

It would assist our timetabling to have your agreement now to a 

provisional date for the Autumn Statement (we assume that you will 

again think an Autumn Statement is something we can't do without). 

2. 	In recent years the main constraints have been the privatisation 

and Parliamentary timetables. 	Following a discussion taken by 

Sir Peter Middleton last week on the potential disclosure problems 

associated with a 15 October BP impact day our conclusion is that 

there is no need to stretch out the final Survey Cabinet timetable 

(provisionally planned for 5 November with a fall-back date of 

12 November) so as to create space between the BP sale and the Autumn 

Statement. Since the 1987-88 session runs from June 1987 to 

October 1988 the usual gap between prorogation and opening is not a 

constraint this year: Parliament returns from the Summer Recess on 

21 October and then sits up to the Christmas Recess. It is a problem 

this year that your Mansion House speech is planned for 4 November, 

the night before the public expenditure Cabinet, and perhaps before 

the Autumn Statement itself. This could be a factor in finally 

settling the timetable. 

3. 	Last year we were faced with a large, and, to the outside world, 
unexpected increase in the planning total shortly before a major 



rivatisation issue. It was thought impossible to keep such a market 

Ilsensitive piece of information secret between the Cabinet and the 

following week. It was therefore decided that the Cabinet's 

decisions should be announced in a full oral statement on the same 

day with the forecast and the main expenditure numbers issued as 

press notices. 	The traditional Autumn SLaLement document was 
published the following week. 	This procedure involved a number of 

risks eg that we would not settle all the figures between the end of 

Cabinet and the deadline for running off the statement. But with an 

uneventful Cabinet and by cutting a few corners we succeeded. 

4• 	This year there is no privatisation issue immediately after the 

Autumn Statement, and no problem with Parliament being in recess. 

And a change to the planning total would cause less surprise. 

Nevertheless we may well feel that the precise figures are market 

sensitive and, if the Survey outcome is successful, some of the 

measures could be more controversial than last year. These 

considerations might point to repeating last year's procedure, though 

if we do it will be difficult ever to get back to a statement in the 

following week. 

There is no need to decide this now, though it would be helpful 

not to leave a decision as late as last year when we had two plans 

running side by side. 	We will submit advice around the end of 

September - we shall need to alert the Whips of the likely Statement 

date in mid-October. 

If you agree we proposc to plan now for the Survey Cabinet on 
5 November with the possibility of either  

a full oral statement (and press notice as last year) nn 

the same day (and published document the following week) 

or 

reverting to the previously established practice of having 

the oral statement and published document the week after 

the Survey Cabinet. 

As a fallback we would keep open the possibility of letting the whole 

timetable slip by a week if the progress of the Survey makes this 

unavoidable. 

C 
MISS C EVANS 
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SECRET 

MR SCHOLAR 

TIMING OF AUTUMN STATEMENT 

FROM: A TURNBULL 
DATE: 15 JULY 1987 

cc Sir P Middleton 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Monck 
Mr Moore 
Mr Gieve 
Miss Evans 
Mr A C S Alldn (personal) 

I am strongly opposed to your proposal deliberately to spin 

out the Survey for another two weeks so that Cabinet would be 

on 19 November rather than 5 November and the Autumn Statement 

on 24 November rather than 10 November. 

In my view, the longer taken over the Survey, the more 

difficult it is likely to be. First, the nature of the Survey 

this year is that, unlike last, the outside world will know 

an increase in the plans is coming and will therefore devote 

a lot of energy to speculating on its size. I cannot believe 

that it helps the Government to have this uncertainty prolonged 

longer than necessary. Your dichotomy between uncertainty around 

the time of the offer on the GEP schedule but calm if the schedule 

were stretched out seems exaggerated. 

Secondly, the more protracted the process the greater the 

opportunity for the forces of opposition to expenditure savings 

to muster. 	According to the Whips Office, Parliament will 

reassemble on 21 October and sit without interruption until 

Christmas. 	While it is sitting it can only be a source of 

difficulty for the Treasury. 	Under our proposed schedule we 

minimise the overlap between the Survey and Parliament. 

Thirdly, some of the members of the Star Chamber will be 

departmental Ministers whose workload increases when Parliament 

reassembles and Lord Whitelaw will have duties in the Lords. 

It would be difficult to get them to sustain a long period of 

double duty. 
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Fourthly, to delay the Autumn Statement by two weeks would 

certainly delay publication of the White Paper. 

Finally, I remain unconvinced that there is a problem 

sufficient to justify diverting an important exercise like the 

Survey from its optimal course. What are the specific SuLvey 

decisions that are relevant to BP? Is setting an oil price 

assumption so difficult? One could establish a figure in early 

October and stick to it for the Autumn Statement unless there 

were a clear change in market circumstances - in which case 

the reasons for the change would be defensible. 

My preference remains to plan on a 5 November Cabinet, 

with the following week kept in reserve should there be 

difficulties in making the final deals, but not to plan 

deliberately for 12 November or later. 

e- 
A TURNBULL 
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FROM: A C S ALLAN 

DATE: 14 July 1987 

MR SCHOLAR 

TIMING OF THE AUTUMN STATEMENT 

cc Sir P Middleton 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Monck 
Mr Moore 
Mr Turnbull 
Miss Evans 

One additional date to put in your calendar is the Mansion souse 

Speech on Wednesday, 4 November. On the present timetable this is 

the evening before the main public expenditure Cabinet! I do not 

pretend this is a major consideration, but some delay to the 

PES timetable would certainly make for a less frantic first week of 
November. 

A C S ALLAN 
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FROM: 
	

M C SCHOLAR 
DATE: 
	

13 JULY 1987 

MR TURNBULL cc Sir Peter Middleton 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Monck 
Mr Moore 
Miss Evans 
Mr A C S Allan (personal) 

 

TIMING OF THE AUTUMN STATEMENT 

I have been giving some thought to the timing of the Autumn Statement 

as it affects the BP sale. 

In recent years we have been under pressure to make the Autumn 

Statement as quickly as possible in order to maximise the gap between 

it and a major sale. This your the sale we are planning comes ahead 

of the Autumn Statement, so the pressure for early decisions is much 

weaker than usual (although I know that there are always some public 

expenditure arguments in favour of an early Autumn Statement). 

As I understand it the timetable currently in mind is as 

follows: 

BP 

15 October impact day 
27 October offer closes 
29 October dealing starts 
8 November allocations issued 

12 October 

30 October 
5 November 
10 November 

Survey 

Star Chamber 

Cabinet 
Autumn Statement 

4 • 	I think this timetable has some risks for us. The offer period 

continues up to the end of the Star Chamber when it could reasonably 

be argued that the Government had taken decisions or formulated a 

clear intention in relation to both detailed individual public 

expenditure issues, and the overall public expenditure totals. By 

the end of October, the week before the public expenditure Cabinet, 
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1114e would also be close to finalising the forecast, including the oil 
price assumption. 

There is another point, too. In the last stages of the Survey 

there can be rumours or leaks that the Government is having 

difficulty in reaching its decisions on public expenditure, that it 

is disunited, that the Treasury is losing the battle - and so on. If 

- as now seems unlikely, but is nevertheless possible - the markets 

were weak at that stage, the success of the sale might be endangered. 

Alternatively, if none of this happened and the markets remained 

buoyant throughout October we might be vulnerable if one week after 

the offer period closed Cabinet took decisions which were thought 

subsequently to have depressed the BP share price significantly. 

As I understand it the above BP timetable depends on Stock 

Exchange agreement to start dealing ahead of the issue of allocations 

on 8 November. If this is not forthcoming the offer period could on 

the above timetable remain open up to the first week in November (I 

understand that, in that event, PE would want to reconsider the whole 

timetable). 

What would be the penalty if we decided in the coming weeks to 

aim for 3 clear weeks between the end of the offer period and the 

Autumn Statement? This would mean, on present plans, delaying the 

Statement until 24 November with Cabinet on 19 November. 	On this 

timetable the Star Chamber might start on 26 October and there would 

be only 1 week of overlap between the Star Chamber and the offer 

period. I think we could reasonably argue that the Survey was still 

wide open at this stage and we would therefore be safe from 

disclosure problems relating to either specific decisions on public 

expenditure or on the forecast; or more generally in relation to the 

public expenditure totals. 	What would we lose from a deliberate 

decision now to take the last few weeks of the Survey at a slightly 

slower pace than in the recent past? 

M C SCHOLAR 
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FROM: S P B WALKER 

DATE: 13 October 1987 

cc 	Chief Secretary 
PEX 
Mr Scholar 
Mr Hawtin 
Mr DJL Moore 
Mr Potter 
Mr Instone 
Mrs Brown 

Miss Evans 
Mr Fellgett 
Mr Tarkowski 
Mr G C White 
Mr Tyrie 

AUTUMN STATEMENT: PUBLIC EXPENDITURE TABLES 

You discussed at a meeting in July, and forcshadowed in the paper 

on the new planning total you sent to the Prime Minister s  a change 

in the presentation of the public expenditure figures in the Autumn 

Statement which placed greater emphasis on the breakdown of expenditure 

totals by spending authority. At the same time, we have been 

considering ways of simplifying the column structure of the tables 

which appeared in last year's Autumn Statement. 

2. 	I now attach the formats which we propose to use, if you agree. 

The main table will be table 1, which shows central government 

expenditure broken down by department, totals for local authorities' 

and public corporations expenditure, and the other components of the 

planning total and general government expenditure. The other tables 

show local authority spending (capital and current combined) public 

corporations (nationalised industries and others) and total spending, 

by department. 

Departmental figures   

3. 	The departments are listed in the same way as in last year's 
Autumn Statement tables, apart from the following simpl ations: 



• 
i. the presentation of the Agricultural departments' figures 

has been simplified, to follow their treatment in the White Paper. 

This is designed to avoid the need for an adjustment to remove 

double-counting between the Domestic Agriculture and territorial 

line which appeared in last year's Autumn Statement tables. 

A  ‘1( 
‘ 

\ 	4 . 	The totals for the individual spending authorities will be 
4( 
 artificial in one respect, since it will be impossible at thc time 

of the Autumn Statement to reflect the decisions of territorial 

4  Ministers on the allocation of their block budgets. For illustrative 
t` 
 purposes, the table will show the blocks allocated In the same 

proportions as the plans for spending in the current year, published X 	in the White Paper. 
J. 	DOE have in the past been unwilling to show a full spending 

authority breakdown of the housing figures for the future years. 

However, DOE officials have recommended to their Ministers that they 

should agree to the limited breakdown we propose. 

Columns 

The columns in all the tables show the new levels of expenditure 

and the changes frbm the last White Paper. This structure will be 

easier to follow than last year's and is in line with suggestions 

made, following last year's Autumn Statement, by Mr Andrew Likierman, 

the TCSC's adviser. 

We would be grateful for your agreement to the proposed formats. 

PSA and Civil Superannuation are included in 'other 

11 	 departments ' , again to match the White Paper. 

the small legal departments are added in with the Lord 

Chancellor's Department. 



1986-87 1 1987-88 1 	1988-89 
OUTTURN ;ESTIMATED ' 	PLANS 

1989-90 	1990-91 	1987-88 	1988-89 	1989-90 
PLANS 	PLANS 

c hate 
New estia es and plans 	 Change from 

January 1987 White Paper(1) 
million 
	

imillion 

OUTIRN 	 1 b 
	

It- 

CENTRAL GOVERNMENT 
of which - 

Ministry of Defence 
FCC - Diplomatic wing 
FCC - Overseas Development Administration 
European Communities 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Export Credits Guarantee Department 
Department of Energy 
Department of Employment 
Department of Transport 
DOE - Rousing 
DOE - other environmental services 
Nome Office 
Legal departments(3) 
Department of Education and Science 
Office of Arts and Libraries 
DHSS - health and personal social services 
DHSS - social security 
Scotland (2) 
Wales (2) 
Northern Ireland(2) 
Chancellor's departments 
Other departments (5) 
_  

--LOCK lUTBORITIES 
of which - 

Relevant expenditure(4) 
Other current 
Capital 

PUBLIC CORPORATIONS 014101b Ltt 
of which - 

Nationalised industries 
Other public corporations 

Reserve 
Privatisation proceeds 
Adjustments 

PLANNING TOTAL 
./ 

   

   

General Government4ross debt interest 
Other national ACcounts adjustments 

JEN.. 

GENERAL GOVERNMENT EXPENDITURE 

Adjusted for minor changes of classification and allocation. 
The distribution of expenditure within the Scottish, Welsh and Northern Irish blocks is at the discretion of the respective 
Secretaries of State; and the distribution shown is at this stage for illustrative purposes only. It assumes 
that the division between spending authorities which applied in 1987-88 (as shown in Tables 3.16.2, 3 	.2 
and 3.18.2 in the 1987 White Paper) will also apply to future years  414,4*-444f-mal-tert—be-thE-rarter 
Lord Chancellor's Department, Director of Public Prosecutions, Crown rosecution Service, Crown Office, Northern Ireland Court 
Service and Serious Fraud Office. 

(I) Expenditure relevant for Rate Support Grant. For definition, see Part 4 of the 1987 White Paper. 
(5) Includes Property Services Agency and Civil Superannuation. 

--TrAi 
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New estimates and plans 	 Changes frnp 

	

Emillion 
	 January 1987 White Paper 

faillion 

1986-87 1 	1987-88 	1988-89 	1989-90 	1990-91 11 	1987-88 	1988-89 ' 	1989-90 
OUTTURN !ESTIMATED 	PLANS 	PLANS 	PLANS 11 

OUTTURN 

LOCAL AUTHORITIES 

Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - other environmental services 
Howe Office 
Department of Education and Science 
Office of Arts and Libraries 
DHSS - health and personal social services 
DHSS - social security 
Scotland* 
Wales* 
Northern Iieland* 

/I 
II 

II 
II 

II 
II 

II 

II 

II 

II 

II 

II 
II 
II 

TOTAL 

The distribution of expenditure within the Scottish, Welsh and Northern Irish blocks is at the discretion of the respective 
Secretaries of State; and the distribution shown is at this stage for illustrative purposes only. It assumes 
that the division between spending authorities which applied in 1987-88 (as shown in Tables 3.16.2, 3.17.2 
and 3.18.2 in the 1987 White Paper) will also apply to future years  _allIsagh   this-may-aa-le_tha-fl 

drAst, VeLL (c)(-)' 
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New estimates and plans 

faillion 

Changes from 
January 1987 White Paper 

fmillion 

1986 - 87 1 1987-88 	1988-89 1 1989-90 	1990-91 11 1987-88 	1988-89 	1989-90 
OUTTURN ;ESTIMATED 	PLANS 	PLANS 	PLANS 11 

1 OUTTURN 11 

PUBLIC CORPORATIONS 	tY1T 6 7"--)  

Ministry of Defence 
FC0 - Overseas Development Administration 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Department of Energy 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - other environmental services 
DHSS - health and personal social services 
Scotland* 
Wales* 
Northern Ireland* 
Chancellor's depdaments 

TOTAL 

The distribution of expenditure within the Scottish, Welsh and Northern Irish blocks is at the discretion of respective 
Secretaries of State; and the distribution shown is at this stage for illustrative purposes only. It assumes 
that the division between spending authorities which applied in 1987-8 (as shown in Tables 3.16.2, 3.17.2 
and 3.18.2 in the 1987 White Paper) will also apply to future years • 	.. 

c 
ffcy 

I I 
I I 

11 
I I 

I I 
I I 

I I 
I 	I 

I I 
I 	I 

I I 
I I 

II 

I I 

I 	I 
I 	I 

I I 
I 	I 

I I 
I I 

I I 
I 	I 

I 	I 
I 	I 

I I 
I I 

I I 
I I 
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-Tiket-C 
Changes from 

12 i 1 	January 1987 White Paper 
II 	imillion , 	1 

1986 - 87 1 	1987-88 	1988-89 	1989-90 	1990-91 11 1981-88 	1988-89 	1989-90 

	

OUTTURN ;ESTIMATED 	PLANS I 	PLANS 	PLANS II 

	

1 OUTTURN 	 11 

New estimates and plans 

Emillion 

TOTAL EXPENDITURE 	N. 
(including local authority spnding 
and nationalised industries'Jexternal 	 11 
finance) 

Ministry of Defence 
FCO - Diplomatic wing 
FCC - Overseas Development Administration 
European Communities 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Export Credits Guarantee Department 
Department of Energy 
Department of Employment 
Department of Transport 
DOE  -  Housing 	 11 
DOE - other environmental services 
Home Office 	 I I 

I I 

Legal departments* 
Department of Education and Science 
Office of Arts and Libraries 
DHSS - health and personal social services 	 I I 

I I 

DHSS - social security 	 11 
Scotland 
Wales 	 11 -  
Northern Ireland 
Chancellor's departments 
Other departments 

Reserve 
Privatisation proceeds 
Adjustments 

PLANNING TOTAL 

*Lord Chancellor's Department, Director of Public Prosecutions, Crown Prosecution Service, Crown Office, Northern Ireland Court 
Service and Serious Fraud Office. 
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PRIVATE AND CONFIDENTIAL • 	FROM: P J CROPPER 
DATE: 13 October 1987 

CHANCELLOR 

BACKBENCH BRIEF ON AUTUMN STATEMENT 

The Party was charged £619 for production of the Backbench 

Budget Brief this year. See attached. Not surprisingly, 

CRD was a bit dismayed. 

Question:  What should we do about the brief for the Autumn 

Statement? 

Carry on as before and tell CCO they must lump it. The 

Autumn Statement brief would not be as long as that 

for the Budget: but I have little doubt they will try 

and push their costinqs upwards. 

Get the Department to produce the main detailed brief, 

giving bull points for each department, on the grounds 

that it would have a useful market outside as well as 

on the backbenches, and confine special advisers' input 

to a four side speaking note. 

The problem with (ii) is that the brief might have to go 

to Labour backbenchers as well. 

2. 	Discuss at Friday prayers? 

P J CROPPER 



G35004/025/HI 

FROM: G D ROGERS 
DATE: to May 1987 

MR CHOPPER 	 cc: 	Mr Rawlings 

BACKBENCHERS BUDGET BRIEF 	

K
kom 

Thank you for your minute of 27 April about the costs of producing the 

backbenchers budget brief. 	V,k_ (xxxl'oce,A 450 copies of the brief, which 

was 18 pages in length - T6 pages double-sided and 2 single-sided. Total 

number of sheets was 450 x 16 (7200) and 450 x2 (900) - in all 8,100. 

2. 	In line with HMSO's changing guidance the cost of producing the brief 

is as follows: 

Printing Charges.  

450 copies of a 16 page double-sided original 

Preliminary charge of £6.00 peroriginal (x16) 
Running charge of £1.90 per 100 sheets (x72) 

450 copies of a 2 page single sided original 

Preliminary charge of £3.50 per original (x2) 
Running charge of 21.26 per 100 sheets (x9) 

Finishing Charges  

Preliminary charge £5.00 per job 
Gathering sheets into sets £5.25 per 1000 sheets 
(x8.1) 

Corner sL1Lching 

25% confidentiality premium 

£ 96.00 
£136.80 

£ 7.00 
£ 11.34 

£ 5.00 

£ 42.53 

£ 10.50  
£309.r 

E 77.29 
E386-747C 

3. 	In addition, Miss Gable worked llk hours at double time and 3 hours 

ordinary overtime. In accordance with the ready reckoner for staff 

costs, Miss Gable's average salary cost is £8.76 per hour: thus 

11.44 x 2 4- 3 = 261/2 hours @ £8.76 = £232.14. 



4. 	The total cost to the department of producing the backbenchers brief 
wa therefore £386.4-6 x £232.14 = £61g.60. May I ask that a cheque for that 

amount be sent to me. I can then clear my records before passing it to 

Finance Division, Basingstoke. 

n\C-12.1 

G D ROGERS 
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FROM: P J CROPPER 
DATE: 27 April 1987 

MR G D ROGERS 	 cc PS/Chancellor 
Mr Fox 
Mr Rawlings 

BACKBENCH BRIEF 

You request information about time devoted to the backbenchers 

budget brief. 

My secretary, Miss Gable, came in on the two Sundays 

preceding budget day and worked 11 9/12 hours as shown on 

the attached time sheet. 	This time was entirely devoted 

to the brief, as were the three hours of overtime on the 

eve of the budget, 17 March. 

I myself worked rather more hours in the office during 

the course of those two weekends, and was very late leaving 

the office over the whole period. However I am not eligible 

for overtime payment and suggest, therefore, that it is 

inappropriate for my time to be charged. 
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411 	 FROM: G D ROGERS 
DATE: 2,5 March 1987 

• 

MR CROPPER 	 cc: Mr Fox 
Mr Rawlings 

BACKBENCHERS BRIEF 

As you may know, following exchanges in the House of Commons during and after 

the Economic Debate on the 1986 Autumn Statement, the procedures for producing 

the Backbenchers brief were reviewed. 

The result is that while the briefing will continue to be produced in 

the Treasury, the full costs of providing this work must be recover

Conservative Central Office. In the past, we have only charged for printing 

and finishing costs but we now also need to charge Central Office for any 

typing time and Special Adviser's time. In addition, a 25 per cent premium 

will also be charged for producing work under confidential conditions (this 

is in line with HMSO's charging guidance). 

I now need to prepare the costs breakdown for the Brief produced in 

connection with this year's Budget. To do this, however, I need to know 

the total amount of time spent by Special Advisers and typists in preparing 

the Brief and I should be grateful if you would let me have this information. 

If you require any further information, or if I can be of any assistance, 

do please let me know. 

G D ROGERS 
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SECRET AND AND PERSONAL 

FROM: A C TYRIE 

DATE: 14 OCTOBER 1987 

CHANCELLOR 
	

cc 	Chief Secretary 

Mr A Turnbull 

AUTUMN STATEMENT: END GAME AND PRESENTATION 

don't know how far you will want to go into this at your meeting 

at 5.00pm but here are a few first thoughts in any case. 

There are three related problems to sort out: 

Do we want a Star Chamber? 

Do we want to move presentation of the Autumn 

Statement forward to 29 October? 

Whether or not we go for the 29 October, do we want 

to try and repeat the presentation mechanics of last year 

or go for some alternative? 

I think it helps to decide on (i) before looking at the others. 

With no Star Chamber it may well be that the Treasury could 

cope with the 29th announcement. But we cannot guarantee that 

a Star Chamber would (with only two meetings to do it in) clear 

the decks in time. Michael Scholar is examining this. 

Star Chamber? There are two issues here: money and presentation. 

Money. We have three programmes left: Aid, Wales and Health. 

On aid we have an offer which is within a stone's throw of 

forecast outcome. Star Chamber in past years has been pretty 

robust on aid and we might yet squeeze a bit more, but probably 

not a lot. I am sceptic about the need to kneecap Mr Walker. 

Health is the only major outstanding issue. On the one hand, 

Star Chamber might screw him down a bit further on demography. 



It only other major item worth a scrap is the abolition of 

welfare milk (worth £90 million in year 2). Perhaps we could 

get a bit more from Star Chamber than a bilateral deal: Mr Fowler 

would be particularly robust. 

On the other hand, in year 1 we arc within spitting distance: 

they are offering £700 million against our forecast outcome 

of £660 million. Any numbers seem rather token for years 2 and 3. 

Next year and subsequently we will undoubtedly be besieged by 

even larger bids on health, many of them unstoppable: AIDS, 

Review Body pay, the deflator, FPS demand, even before Mr Moore 

thinks up some sexy political initiatives. 

All in all, we might save a fractional amount but certainly 

not a lot if we assemble a Star Chamber. 

Presentation. Would the Treasury look feeble if we didn't have 

a Star Chamber? I doubt it. We have some good numbers with 

which to defend ourselves. A £2 billion increase in the planning 

total is at the bottom end of press speculation. The new ratios 

will also look good [42k/42/411i/41M. We also have some tough-

looking decisions to point to: electricity prices, freezing 

of child benefit, water charges, in addition to opticians/dentists 

in the primary health care bill, to be announced shortly 

afterwards. 

There are some clear presentational advantages with not having 

a Star Chamber. From the Treasury's point of view, a Star Chamber-

free settlement this year would add to the gravitas and 

credibility of the bilaterals next year. We could put it about 

that these days merely showing colleagues the instruments of 

torture is enough to make them recant. 

From the Government as a whole's point of view there is the 

benefit that we are seen to be united. 

Statement on 29th? Assuming Star Chamher/Whitclaw has cleared 

the decks I see advantages in this. We would preempt speculation 

and possibly leaks. We would also be changing the routine: 
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the more we stick to the same routine the more hemmed we will 

be in subsequent years. But, of course, we need Michael Scholar's 

advice on whether we can do all the preparatory work in time. 

Publication of Matcrial. On grounds of changing the routine 

alone I favour avoiding doing what we did last year. There 

are also mechanical problems. But, whether we go for the 29th 

or the 5th we must keep the initiative. To do this we need 

to put out enough on the Thursday to satisfy the Press's appetite. 

(e) of Robert Culpin's paragraph 6 would achieve this. I have 

not taken account of any clash with BP, nor problems that may 

lurk in preparation of the forecast. 

A 5" 

A G TYRIE 



FROM: A C S ALLAN 

DATE: 15 October 1987 

UR 1/10 

UNCLASSIFIED 

MR GIEVE 

cc: PS/CST 
PEX 
Mr Scholar 
Mr Hawtin 
Mr D J L Moore 
Mr Potter 
Mr Ins tone 
Mrs Brown 
Miss Evans 
Mr Fellgett 
Mr Tarkowski 
Miss Walker 
Mr G C White 
Mr Tyrie 

AUTUMN STATEMENT: PUBLIC EXPENDITURE TABLES 

The Chancellor discussed briefly with you yesterday Miss Walker's 

submission of 13 October. 

2. 	The Chancellor felt the columns should be rearranged, provided 

there was space, to show three groups 

First, 1986-87 outturn, 1987-88 estimated outturn and the 

increases between these two. 

Second, the three columns for the new plans for 1988-89 

to 1990-91. 

And third, the changes from the January 1987 White Paper 

for 1987-88, 1988-89, and 1989-90. 

3. 	The Chancellor also felt that there was unnecessary 

duplication between Tables 1 and Table 4, demonstrated by the fact 

that the lines for the Reserve, for privatisation proceeds and for 

adjustments needed to be repeated. He suggested that one solution 

would be to change Table 1 so that it referred only to figures for 

Central Government, the breakdown of local authorities' and public 

corporations' expenditure being included in Table 2 and 3 



t'v  
respectively, and with the derwation of GGE being transferred to 

Table 4. You said that the presentation proposed in Ms Walker's 

note deliberately highlighted Table 1, so as to avoid giving 

too much emphasis to the very arbigary departmental breakdown of 

the plans for local authority spending. The Chancellor accepted 

this point, but asked you to reconsider what might be done to ease 
the duplication. 

	

4. 	The other points the Chancellor made were 

He had found Table 3 slightly odd, in that the 

departmental breakdown of public corporations was not a 

very familiar concept. 	He thought it needed more 

explanation, and perhaps some cross references to the 

table giving nationalised industries EFLs. 

He thought it was odd that we gave a current/capital 

breakdown for local authorities but not for Central 

Government: thatwould inevitably lead to pressure for us 

to provide capital spending figures for Central 

Government. But it was not clear that there was an easy 

way through this. 

"although this may not be the case" should be deleted 

from the footnotes to each table. 

In Table 4, the explanation of should presumably refer to 

public corporations not nationalised industries. 

	

5. 	You said you would provide further advice on these points as 

soon as possible. 

Kc 
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CHANCELLOR OF THE EXCHEQUER 

FROM: JOHN GIEVE 

DATE: 15 October 1987 

cc 	Chief Secretary 
PEX 
Mr Scholar 
Mr Hawtin 
Mr D J L Moore 
Mr Potter 
Mr Instone 
Mrs Brown 
Miss Walker 
Miss Evans 
Mr Fellgett 
Mr Tarkowski 
Mr G C White 
Mr Tyrie 

AUTUMN STATEMENT: PUBLIC EXPENDITURE TABLES 

Following your comments yesterday, I attach a revised version of the 

Autumn Statement tables. The main changes are as follows. 

We have reintroduced the column showing the change from 1986-87 

to 1987-88. We have put this between the columns for the two years 

rather than to the right of the 1987-88 column for two reasons. 

/ First we think readers will be interested in the run of figures 

from 1987-88 through the three years of the Survey period so we 

do not wish to create a break between 1987-88 and 1988-89. Secondly 

if we do create three blocks of three columns it may lead readers 

to assume that the three columns of changes from the last White 

Paper related to the three Survey years where as in fact they relate 

to 1987-88 and the first two of the Survey years. 

We have eliminated the repetition of the reserve, privatisation 

proceeds, and planning total figures by deleting them in table 

4. As I explained we are keen to retain them in table 1 and to 

make that the main focus of attention because it shows the breakdown 

by spending authorities. 

We have corrected the heading to Table 4. 

iv. We have added a footnote to Table 3 to explain that for most 

public corporations (but not all) it is external finance that counts 



as public expenditure and to cross-refer to the separate table 

which will show 1988-89 EFLs for the nationalised industries. We 

will also amend the footnote on the territories. 

Wc have considered whether to amalgamate the lines for local 

authority capital and local authority other current in table 1. We 

could do that but it would be an odd mixture of Housing Benefit, student 

awards and net capital. 	We would prefer to show capital separately 

both for that reason and because It is a separate control total and 

as in previous years, we intend to give the main capital figures for 

local authorities in the text. We do nob think it is difficult to avoid 

giving figures for central government capital spending because that 

is not controlled in the same way but rather by departmental cash limits. 

However we do plan to include a broad statement in the text on the overall 

provision for public sector capital spending, again as we did last year. 

You questioned the grouping all public corporations LogeLher in 

Table 3. 	Une option would be to replace it with a table like 2.3.A 

from the last Autumn Statement (copy attached) restricted to the 

nationalised industries. This would still be grouped by sponsoring 

department because we do not wish to spell out the external financing 

requirements for individual industries for the later years. Indeed 

it was partly for that reason that we had proposed to group all public 

corporations together. On balance we would prefer to stick to that 

format but to cross-refer to the table of EFLs for 1988-89 for individual 

industries. 

If you are content with the revised formats we would propose to 

circulate them to departments tomorrow for information. 

JOHN GIEVE 



TABLE 1: PUBLIC EXPENDITURE 

New estimates and plans 	 Change from 
January 1937 White Paper(1) 

Emillion 	 Emillion 

1986-87 : CHANGE : 1987-88 	1988-89 1 1989-90 : 1990-91 	1187-88 : 1988-89 : 1489-90 : 
OUTTURN :1986-87 TO:ESTIMATED : 	PLANS : 	PLANS 1 	PLANS :1 

: 1987-88 : OUTTURN 

CENTRAL GOVERNMENT 
Ministry of Defence 
FCC - Diplomatic wing 
FCC - Overseas Development AdministraLon 
European Communities 
Ministry of Agriculture, Fisheries and Food 1 
Department of Trade and Industry 
Export Credits Guarantee Department 
Department of Energy 
Department cf Employment 
Department of Transport 
DOE - Housing 
DOE - other environmental services 
Home Office 
Legal departments 
Department of Education and Science 
Office of Arts and Libraries 
DHSS - health and personal social services 
DHSS - social security 
Scottish Office 
Welsh Office 
Northern Ireland 
Chancellor's departments 
Other departments 

TOTAL CENTRAL GOVERNMENT 

LOCAL AUTHORITIES 
of which - 

Relevant expenditure 
Other current 
Capital 

PUBLIC CORPORATIONS 
of which - 

Nationalised industries 
Other public corporations 

Reserve 
Privatisation proceeds 
Adjustments 

PLANNING TOTAL 

General Government gross debt interest 
Other national accounts acjustsents 

GENERAL GOVERNMEAT EXPENDITURE 

-.) 



TABLE 2: LOCAL AUTHORITIES 

New estimates and plans 	 :hanges from 
Januar:,  1987 White Paper 

tmillion 	 Emillion 

	

1986-87 : CHANGE ; 1987-88 	1988-89 	1989-90 	1990-91 	1987-88 	1988-89 	1989-90 

	

OUTTURN :1986-87 TO,ES'IMATED 	PLANS 	PLA6 	PLANS 
, 1987-88 	OUTTURN 	 , 

Ministry of Agriculture, Fisheries and rood 
Department of Trade and Industry 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - Other environmental services 
Hose Office 
Department of Education and Science 
Office of Arts and Libraries 
DHSS - Health and personal social services 
DHSS - Social security 
Scottish Office 
Welsh Office 
Northern Ireland 

TOTAL 

  

   

• 



TABLE 3: PUBLIC CORPORATIONS* 

New estimates and plans 
	

Changes f-om 
January 1987 Wlite Paper 

Emillion 
	 Emillion 

1986-87 	CHANGE 	1987-88 	1988-89 	1989-90 	1990-91 	1987-88 	1988-8? , 	1989-90 

	

OUTTURN :1986-87 TCESTIMATE0 	PLANS 	PLANS 	PLANS 
' 	1987-88 	OUTTURN 

Ministry of Defence 
Overseas Development Administration 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Department of Energy 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - Other environmental services 
DHSS - Health and personal social services 
Scottish Office 
Welsn Office 
Northern Ireland 
Chancellor's departments 

I 	I 
I 	I 

I 	I 
I I 

I 	I 
I 	I 

I 	I 
I 	I 

I 	I 
I 	I 

I I 
I I 

:1 
1: 

TOTAL 

*Fo- nationalised incustries and most public corporations the planning total includes their external finance. For nationalised industries' 
external financing limits for 1988-89, see table 	. 

• 



 

TABLE 4: 
DEPARTMENTAL EXPENDITURE 

fincluding :ocal authority spending 
and public corporations) 

  

C. 
New estimates and plans 

EmiLlion 

Clanges from 
Januare 1987 White Paper 

im:Ilion 

	

1986-87 : CHANGE 	1987-88 	1988-89 	1989-90 	1990-91 	1987-88 	1 988-8C 	1989-90 

	

OUTTURN :1986-87 	TO:ESTIMATED 	PLANS 	PLANS 	PLANS 

	

: 1987-88 	OUTTURN 

Ministry of Defence 
FCO - Diplomatic wing 
FCO - Overseas Development Administration 
European Communities 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Export Credits Guarantee Department 
Department of Energy 

(ww. 	Department of Employment 
Department of Transport 
DOE - Housing 

C. 	DOE - other environmental services 
Home Office 
Legal departments 

C. 	Department of Education and Science 
Office of Arts and Libraries 
DHSS - health and personal social services 

C. 	DHSS - social security 
Scotland 
'wales 
Northern Ireland 
Chancellor's departments 
Cther departments 

TOTAL 



Table 2.3.A 	Nationalised industries' external financing by department 

£ million 

Outturn Cmnd 
9702 
plans 

Estimated 
outturn 

Changes 
from 
1985-86 

Changes 
from 
plans 

Cmnd 9702 
plans 

New plans Changes between 
Cmnd 9702 znd 
new plans 

1985-86 1986-87 1986-87 1986-87 1986-87 1987-88 1988-89 1987-88 1988-89 189-90 1987-88 	1988-89 
Ministry of Defence  —2 0 
Ministry of Agriculture, Fisheries 
and Food  16 10 20 0 0 10 10 20 20 20 10 10 
Department of Trade and Industry'  388 120 90 —300 —30 70 —70 60 —100 —100 —10 —30 
Department of Energy —197 —690 —690 —490 0 —1140  —880 — 580 — 510 —660 560 370 
Department of Transport 2  1 033 1 090 1 110 80 20 1 020 990 1 050 910 860 30 —80 
DOE—Other environmental 
services 214 140 120 —90 —20 30 30 50 40 —10 10 0 
Scotland 3  233 240 240 10 0 0 —120 90 —20 — 170 90 100 
Wales4  28 20 20 —10 0 10 10 10 10 10 0 0 
Totals 1 712 530 510 —1200  — 20 10 —30 690 350 —60 680 380 
I The figures for 1985-86 include all receipts from Post Office in 
respect of pre paid envelopes. 
2  The figures for 1985-86 include public expenditure which is both 
local authority relevant current spending and nationalised 
industries' external finance. The sum involved is £115 million. 
In 1986-87 and subsequent years the public expenditure figures count 
this money as local authority relevant only. 
3 As for footnote 2 ; the sum involved is £40 million. 

4  As for footnote 2 ; the sum involved is £7 million. 
5  Totals include an allowance of — £400 million in 1986-87 in 
respect of British Gas Corporation and British Airways Board 
which are due to be privatised in that year; similarly, ailowances 
are included for National Bus Company and BAA plc (formerly 
British Airports Authority) in 1987-88 and for National Bus 
Company in 1988-89. 
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UNCLASSIFIED 

FROM: A C S ALLAN 

DATE: 16 October 1987 

MR GIEVE cc Chief Secretary 
PEX 
Mr Scholar 
Mr Hawtin 
Mr D J L Moore 
Mr Potter 
Mr Instone 
Mrs Brown 
Miss Walker 
Miss Evans 
Mr Fellgett 
Mr Tarkowski 
Mr G C White 
Mr Tyrie 

AUTUMN STATEMENT: PUBLIC EXPENDITURE TABLES 

The Chancellor was grateful for your minute of 15 October. 

He is not content with your repositioning of the columns. 

Giving a run of figures from 1987-88 through the three years of the 

survey period is what we do not want to do: it leads people to 

compare 1987-88 outturn with 1988-89 plans, from which wholly false 

conclusions will be drawn )  since the 6serve is allocated in the 

former and unallocated in the latter. The "difference" column must 

therefore be positioned where the Chancellor had earlier indicated. 

He is content with the rest of your proposals so far as this 

option is concerned. 	However, he would like to see both this 

option, and the option he put to you (paragraph 3 of my note of 

15 October) with actual figures (or best guesses) in each case, 

before he finally decides which to plump for. 
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CONFIDENTIAL 

I .  
HEADS OF EXPENDITURE GROUPS 

FROM: A TURNBULL 
DATE: 19 OCTOBER 1987 

cc PS/Chancellor 
PS/CST 
Mr F E R Butler 
Mr Anson 
Mr Monck 
Mr R I G Allen 
Mrs R Butler 
Mr Gieve 
Mr Pratt 
Miss Walker 

AUTUMN STATEMENT 

I attach a copy of a letter I have sent to PF0s, giving them 

warning of the Chancellor's wish to keep open the option of 

bringing the Survey onto the Cabinet agenda for 29 October, 

with the Autumn Statement on Tuesday 3 November. To achieve 

this it will be necessary, as far as possible, for the figures 

to be published in the Autumn Statement to be agreed between 

divisions and departments by close of play on Wednesday. 

We expect to confirm to departments on Thursday or Friday 

this week whether public expenditure is to be on the Cabinet 

agenda of 29 October. At that stage we will set out a timetable 

for preparing Press Notices, clearing them with the Treasury 

and delivering the final versions. 

The letter to departments does not mention the possibility 

that, in addition to the full Autumn Statement on 3 November, 

the Chancellor may provide some details on the outcome of the 

Survey via a PQ on the afternoon of 29 October. A final decision 

on this has yet to be taken. (It would not, in general, affect 

departments as we would call for their Press Notices on 

3 November.). 

Treasury divisions should say nothing to departments at 

this stage about this further possibility. Could they also 

avoid entering into discussion with departments on the state 

of negotiations with other programmes. 

Mr Burgner 	Mr Scholar 
Mr Moore 	 Mr Mountfield 
Mr Edwards 	Mr Hawtin 
Mr Gilmore 	Mr Luce 
Mr Robson 	Miss Peirson 

A TURNBULL 
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CONFIDENTIAL 

H NA Treasury 
Parliament Street London SW1P 3AG 

Switchboard 01 -  270 3000 
Direct Dialling 01- 270 4499 

A Turnbull 
Under Secretary 

J G Ashcroft Esq 
Ministry of Defence 
Room 6261 
Main Building 
Whitehall 
LONDON 	SW1A 2HB 

19 October 1987 

Goteki-^", 

AUTUMN STATEMENT 

The Chancellor's has asked us to plan on a basis which would keep 
open the possibility of bringing the 1987 Public Expenditure Survey 
onto the agenda for Cabinet on 29 October, with the Autumn Statement 
on Tuesday 3 November. 

To achieve this Treasury divisions and departments will need to 
accelerate the process of agreeing the figures to be published. 
Treasury divisions have been asked where possible to complete this 
by close of play on Wednesday 21 October. I would be grateful for 
your help in resolving any outstanding issues, including PES transfers, 
as soon as possible. 

For the time being, I would be grateful if knowledge of the possibility 
of an earlier completion of the Survey could be confined to those 
who need to know. I would expect the Treasury to be able to confirm 
the timetable for the Cabinet meeting and Autumn Statement before 
the end of this week, at which point we would issue guidance on the 
preparation of Press Notices. 

pir 	C>r &A A O'f—Pr-S I am copying this letter to those on the attached list. 

\teth••■,...7 	0-1••••••••••,..C.A....adt) 

eT, 

A TURNBULL 
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CONFIDENTIAL 

• FROM: MISS C EVANS 
DATE: 19 OCTOBER 1987 

MR SEDGWICK 
MR TURNBULL 
MISS PEIRSON 
MISS O'MARA 
MR SCOVTER 
MR DYER 

cc Mr Scholar 
Mr A C S Allan 
Miss Rutter 
Mr R I G Allen 
Mr Saunders 
Mr Rawlins 
Mr S J Davies 
Mr McIntyre 
Mr Gieve 
Miss Walker 
Mr P Allum 
Mr Tyrie (for backbenchers' 
brief) 
Mrs Burnhams 

AUTUMN STATEMENT: CORE TIMETABLE 

••• 
	I attach a revised timetable which assumes that the Autumn Statement will be on Tuesday 

3 November with the public expenditure totals announced during Treasury questions on 

29 October. This reflects discussion with EA, GE, ST and ETS. Could I have any comments 

as soon as possible please. 

2. 	Mrs Burnhams will circulate a detailed aide memoire as soon as possible. 

C 

MISS C EVANS 



Week -2 	 Key Events 
	

Autumn Statement 	 Public Expenditure 

Monday 
19 October 	 [Star Chamber] 

FP send mockup of Chapter 2 
to printers 

Tuesday 
20 October 
	

Provisional money figures 	 PEM meeting on draft IAF 
	

[Star Chamber] 
(Chapter 1) 

Wednesday 
21 October 

House of Commons return ST submission to CX on 
Chapter 3 
FP submit Chapter 4 to CX 
Printers send Chapter 2 mockup 
to FP 
Draft IAF to CX 
FP submit first draft of oral 
statement to Chancellor 

Thursday 
22 October 

Cabinet and Departments informed of AS timetable Chancellor 
BE nefit uprating 	 Chancellor 

announcement] 	 & 4 
Chapters 3 

meeting on Chapter 1 
comments on Chapters 3 

& 4 to printers by 4pm 

GEP submits draft Chapter 2 
GEP submit draft paper for 
Cabinet to Ministers 
GEP commission briefing for 
Cabinet 

Friday 
23 October 
	

September trade figures 	
PS/CX writes to depts with timetable 
for press notices 

• 



Week -1 	 Key Events 
	

Autumn Statement 	 Public Expenditure 

Monday 
26 October Stock Exchange speech 

Printers send 1st proof of Chapters 3, 
& 4 to FP by 6pm 

Chapter 1 to printers by 6pm 

Revised Cabinet paper to Treasury 
Ministers 
GEP finalise briefing for 1st Order 

Tuesday 
27 October Chapter 2 to printers by 6pm GEP submit Cabinet briefing to Ministers 

GEP submit final version of PQ 
to Ministers 
Cabinet paper circulated 

Wednesday 
28 October EP offer closes Revised Chapters 3 & 4 to 

printers by 12 
Chapters 1 & 2 from printers by 6pm 

FP submit to CX 

Thursday 	 Public expenditure Cabinet 
	

Revised Chapters 1 & 2 to printers 
29 October 	Treasury 1st Order Questions 	 by 4pm 

Bank lending figures 

Friday 
30 October Printers send book proofs 	 GEP submit draft briefing 

(Chapters 1-4) to HMT by 6pm 	 to Ministers 

Saturday ak 	 Book proofs checked by authors 
31 Octob41111/ 	 HMT return book proofs to HMSO 

by 12 



Week 0 	 Key Events 
	

Autumn Statement 	 Public Expenditure 

Monday 
Z November Read at press 

Oral Statement finalised & copied 
Backbenchers' brief finalised 
& copied 

Tuesday 	 Reserves published 	 Oral Statement 
AS document published 

• 
S 
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	 CONFIDENTIAL 

FROM: P N SEDGWICK • 	 DATE: 19 OCTOBER 1907 

CHANCELLOR 

CL 
pEfik 	.„Ai  

(4,4* trverili)  
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cc Chief Secretary 	Mr Bottrill 
Financial SeeleLary Mr S Davies 
Paymaster General Mr Cicvc 
Economic Secretary Mr,Hibberd 
Sir P Middleton 
	Matthews 

Sir T Burns 
	

Mr Mowl 
Mr F E R Butler 
	Miss O'Mara 

Mr Anson 
	 Mr Allum 

Mr Cassell 
	

Ms C Evans 
Mr Kemp 
	 Mr Hudson 

Mr Monck 
	

Mr Owen 
Mr Evans 
	 Mr Ritchie 

Mr Moore 
	 Mr Cropper 

Mr Odling-Smee 
	Mr Tyrie 

Mr Peretz 	 Mr Call 
Mr Scholar 
Mr Turnbull 
Mr R Allen 

CHAPTER 1 OF THE AUTUMN STATEMENT : ECONOMIC PROSPECTS FOR 1988 

I attach a draft of Chapter 1  -  the Industry Act Forecast (IAF) - of the 

Autumn Statement. We have discussed it with Sir T Burns. Sir P Middleton 

is holding a meeting to discuss it tomorrow, and we are to discuss it with 

you on Thursday. This note considers the main presentational and other 

issues. 

Timetable  

Advancing the proposed date of the Autumn Statement has increased 

timetable constraints. I am informed by FP that a fairly final version of 

Chapter 1 must go to the printers on Monday of next week. There will then 

be very limited scope for changing the format of tables, though it will 

still be possible to alter the numbers in the tables and make small changes 

to the text. 

The order of sections  

Unlike the IAF in the FSBR, chapter 1 of the Autumn Statement contains a 

final section on fiscal conditions. Given this extra section, it makes more 

sense to place the discussion of financial conditions just before it (as in 

the 1986 AS) rather than immediately after the summary (as in the FSBR). 

Last year we agreed that references to the exchange rate (plus the 

accompanying chart) should come at the beginning of the section on trade 

and the balance of payments, a practice that is followed in the attached 

draft. (The assumption on the exchange rate does of course appear as well 

in the summary section at the beginning.) 
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The forecast numbers  

lip draft includes forecasts for the main aggregates as agreed at your 

meetings last Thursday and Friday. There are, however, still a number of 

loose ends, and the detailed numbers in the tables may well change. 

The main numbers on which decisions were taken were 

RPI 

GDP 

GDP deflator 

PSBR 

41 per cent in 1988(4); 

4 per cent in 1987; 

41/4 per cent in 1987-88; 

41/2 per cent in 1988-89; 

Elb. in 1987-88; 
same PSBR/GDP ratio assumed for 
1988-89 as the forecast outcome for 
1987-88; 

Planning Total 	 a shortfall of £11/4b. in 1987-88. 

There are still a few of the more important numbers on which final 

decisions have not been taken. 

(i) 	As pointed out by Sir T Burns, it looks as if growth of GDP in 

1988 may have to be 31/2 per cent (rounded up) following the 

adjustments to the forecast for exports to achieve a current 

account of E-31/2b. in 1988. This, together with the decisions 

on the GDP deflator, would produce money GDP growth of 83/4 and 

8 per cent in 1987-88 and 1988-89 respectively. 

AID 7  

ii) By the time the Autumn Statement is published the trade 

figures for September, (and therefore the third quarter of 

1987) will have been released. It will be possible to 

interpret the forecast trade balance for 1987 as a whole as an 

implicit forecast of 1987(4). Invisibles figures for 1987(3) 

will not be published until December, although CSO projections 

for July, August and September will have already been 

published with the trade figures. It will be necessary, to 

see whether a forecast of a current account of E-21/2b. for 1987 

W as a whole seems sensible in the light of the published data 

for the first three quarters. 

l it 1 111 0-/s11- 21 3 1  3  
(iii) GEP and the forecasters are still working on the figures for 

the "adjustments" - notably debt interest - between the 

planning total and general government expenditure. 

7. We are not yet able to produce final figures for the categories of 

expenditure in table 1.13. A version of the final table showing half 
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yearly expenditure and GDP at constant prices (table 1.15 in the last 

AS)11011 be circulated later. 

Policy and other assumptions  

The recent internal forecAat assumed an average North Sea oil price 

of $18 ntil tile—end of 1988. (The normal quality differential between 

the ave ge North Sea price and the Brent price - the one most 

frequent ly monitored in the press - would imply a Brent price of 

$184.) 

The draft IAF uses the same oil price assumption as the internal 

forecast. 	This is higher than the $15 assumed in published forecasts 

since March 1986, but a little below recent market levels. The Autumn 

Statement will contain an estimate of North Sea revenues only for 

financial year 1987-88. 	North Sea revenues for 1987-88 will be 

determined, inter alia, by prices in calendar 1987, the bulk of which 

are already recorded. The oil price assumption does influence the 

forecasts for the balance of trade in oil in 1987 and 1988 shown in 

table 1.3. 
ra4;"64-1111/1 8114' 	10 HAT_ x pull4 St144444  

W POin 
The draft has two formulations for the exchange rate assumption 

(paragraphs 1.6 and 1.20). 	One is the same as used in the 1987 FSBR 

("the exchange rate will remain close to its current level"). 	The 

second is a more explicit assumption that the currencies of other 

countries will behave as envisaged in the Louvre agreement. 

Of the two options the second runs the greater risk of being 

seriously out of date after the AS is published. It is quite possible 

for there to be important exchange rate changes between other 

currencies, with either the sterling index or, say, the E/DM remaining 

constant. It is worth noting that the first formulation does not 

specify whiuh sterling exchange rate is assumed to remain constant. 

Chart 1.3, which shows exchange rate movements, differs from that 

in recent versions of the IAF in that it omits the oil price and 

includes the E/DM rate. 	(At the back of the draft there is an 

alternative version of this chart over a slightly longer time period.) 

There is a reference in paragraph 1.20 to the recent stability of the 

E/DM rate. 	.1.3 	 .7it-0-61;11 (4- 	v-4-9 
Exports and the UK's share of world trade  

We would like to include a chart (chart 1.4 in the draft) showing 

both the recent trend in export volumes and the forecast. There was a 

similar chart in the 1986 AS (Chart 1.4), though not. in the 1987 FSBR. 
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With export volume now picking up, following a period of flatness, this 

challpcould be helpful. 

14. We would also like to change the conventional version of the chart 

showing the share of UK exports in world trade in manufactures. The 

proposed version (Chart 1.5) includes (for volumes only) the shecie of 

UK exports of manufactures in 	
-e tA).K v Aka rit.ov-, 

(a) the main developed economies exports of manufactures (weighted 

by UK market share), 

and (b) total world trade in manufactures including exports by NIC's 

and other developing countries. 	
Q tilyy64, co d.o .-*() itn)) 4°u 411447- 

V 

Both measures show very creditable UK export performance in recent 

years and in 1988 by historical standards. 

There are problems in relying in public presentation solely on the 

traditional measure of the UK's share of world trade. With many of the 

other developed economies becoming less competitive and efficient, and 

losing share of world markets, it is becoming increasingly difficult to 

regard the traditional definition as a measure of 'world' trade. Both 

measures of world trade in manufactures appear in table 1.1 in the 

draft IAF. The forecast for 1988 has exports of manufactures growing 

slightly slower (at 41/2 per cent) than total world trade in manufactures 

in 1988 (at 5 per cent), but above the growth of the traditional 

measure of main developed countries' exports of manufactures (at 31/2 per 

cent). re4n , 
hjML  1'  

"1:14frt r 	P 	
I 3t1, 

Public finances  pc 
We propose some changes to the=estor public finances that were 

 q-L 
V 

used in last year's AS. Although the purpose of last year's table 1.13 

was obvious, aebLhetically pages 22 and 23 of the AS were a mess. This 

year we propose dropping old table 1.13, and have re-arranged old 

tables 1.10 to 1.12 to show both the FSBR and AS forecasts. The 

differences between the two forecasts are not given explicitly, but can 

easily be worked out. This presentation would bring the AS into line 

with the FSBR. (See for example 1987 FSBR tables 1.2 and 6.1.) 

The draft has rounded the numbers in the public sector tables in 

chapter 1 to the nearest £0.1bn., in line with the practice in the 

FSBR, eg in table 1.2 of the 1987 FSBR, though not in line with the 

practice in the 1986 AS. It is easier to use unrounded numbers in such 

tables; rounding to the nearest half billion can cause adding up 
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problems and odd differences between the latest numbers and those in 

thelltSBR. We will need to check the numbers in the draft carefully for 

consistency with those that GE will be using in chapter 2 of the AS. 

For the record the forecast in the attached draft assumes the same 

cut in personal taxes in the 1988 budget as was used in the recent 

internal forecast. The adjustments (to the internal forecast) to make 

the PSBR in 1988-89 similar to that to be published for 1987-88 are 

almost exclusively on government receipts. None of this is disclosed 

in the draft or can be deduced from the material in it. 

Investment  

WiLh private investment so buoyant there is a case for an 

investment table. There was a table (3.5) in the 1987 FSBR, though not 

in the 1986 AS. One reason for reticence at this time of the year is 

the uncertainty attaching to the figures for general government and the 

difficulty of reconciling these with the public expenditure figures in 

chapter 2 of the AS. We have not included a table in the draft. A 

table showing components of total investment is attached at the end for 

reference. Figures for the growth in total  investment will appear in 

tables 1.13. and 1.14.  

Other new charts  tIL „ 14.--t-r"k) 

   

The draft has two new charts. Chart 1.8 shows output for services, 

construction, and manufacturing; it shows that manufacturing and 

construction output are now back to the levels in the late 1970s, while 

services output has risen throughout the period. Chart 1.9 shows the 

personal saving ratio and employers' contributions from 1970 to 1987 

(the final observation being partly forecast). 	The behaviour of 

personal saving adjusted for changes in employers' contributions can be 

deduced from this chart, though not the forecast rise for 1988. 

p N.1 
P N SEDGWICK 
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SUMMARY 

ECONOMIC PROSPECTS FOR 1988 

e:e)t-ilt 

1.1 The economy has been growing ( -apidIdurinq the past 
_ 

year. GDP growth in 1987 is likely to be about 4 per cent, 

with manufacturing output growing at over 5 per cent. 

Domestic demand has continued to growt t much the same rate 

as in 1986, but with some change inA composition: investment 

growth has been higher and consumers' expenditure growth 

lowerr-Non=bil exports have increased strongly. In 1988 GDP 

is forecast to grow by 3i per cent. 

airr,) 	"- 

Labour market 1.2 Employment has risen strongly 	'the 	year)  

t" IterC) Clir°  
past-ferteen months  Aine=lpent 1144t1ien  by[almost 	half a 

' ispLIAwAi-t. 	Vusiu.c., R., LTA"-, 
7the  fastestd-  aoft  t-n-tite-pes-t---wr4434.  There 
t 

are good prospects for a continued fall. 

110,  amA kui 	 A.J,  

Inflation 	1.3 

CklA  kAl(-44r-Z;;"id  fall t 
-a-s--expected--at 
- 

av 	Tfr  tv"4- 1's 
Pj 	 factori 

. year 

Demand and 

Activity 

J i."4-1La 

Inflation 

to n 	 per 

	

J 	 4 
flecting some temporary 

irel .  
r costshave increased Slowly ver the,past, 

1,s11 1,, e f-,1 	vojyt,.  _ 	 Atn„ ,, 
d • 

L40.71,0a 

g- the 	past yemrl 

1.4 GNP in the main industrial countries is likely to  groAby 
a little over 2i per cent in both 1987 and 1988. World trade 

in manufactures has picked up this year and should grow at 

around 5 per cent in 1988, reflecting the faster growth of 

industrial production, in the industrial countries.  
k LAk 	 ---A rys- 	CAI!' gtkl 	 L   

t-h aTi price aa 

iallatioR-to remain low. 

to recover slowly from thPir depressed-leveis -of-tast-yeai-71 

1.5 The UK current account is now estimated to have been 

in deficit by El billion in 1986 following the fall in the 

oil price. So far in 1987 it has been particularly erratic. 

xce tIonally-favourablenf-igures-at-the beg-in-ni-ng-of-the-year 

"Winre -  foIlowed--by--Iarge monthly_deficits as imports_rose 

COMM 
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strong±y7.3 AFurther 	eurrentiameount. deficit of £21111Pllion 

is expected this year (about 1 per sent of GDP), in line with 
ur 

the forecast made at budgettime. (The UK 	expected to 
rold 

continue growing  meq;:q.u.441444/  than the  main  otherandustrial 

countries for a little while, and_a current account deficit 

of £31 billion (about per  cent of GDP) is ted for 

1988. 

Assumptions 	1.6 The forecast assumes that fiscal and monetary policies 

are operated within the framework of the Medium Term 

Financial Strategy (MTFS). It assumes that the exchange rate 

will remain close to its current level 	r- 	that  exchange 

E.24,a-Ga 

Tota.Lgovetnment borrowing he  PSBdilis  ex ected to be about 

El billion in the current financial year, T e forecast makes 

the stylised assumption of a similar PSBR or 1988-89. 

WORLD ECONOMY 

Recent Developments   

1.7 The major seven OECD economies are now in their fifth year of 

expansion. There was some weakening in ianverage_real GNP  lwevetg  in the 
second half of 1986 from around 3 per cent a year to just below 21 per cent, 

but  j  now appears to be strengthening a little. 

1.8  Thfej  weakness in (growth was largely due to the difficulties of 

adjusting (to the collapse in oil prices in early 1986 and to large changes 

in exchange rates. Lower oil prices led oil exporters to cut back their 

imports sharply. Moreover, with many non-oil commodity prices falling to 

their lowest post-war levels in real terms, other primary producers also had 

to restrain their imports severely. As a result, exports from the main 

industrial countries were depressed and industrial production rose by only 

1 per cent in 1986. 

1.9 Domestic demand in the seven major countries grew strongly in 1986, 

encouraged by substantial terms of trade gains and lower interest rates. It 

then slowed in the first half of 1987, partly-tn response to-some-r.eversal 
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H-4 
slowdowli was most marked in the oflippe earlier terms _of-trade _gains:

:1  
 

,--- 	- 
US, reflecting the effects of the dollar's depreciation and some tightening 

/ 
of policy. 	In Japan and Germany the coptirbution of net exports to growth 

has become negative following the appreciation of their currencies and this 

also produced some weakness in private business investment. 06140040 .00119  
a,c7,44;$_ "A? 

1.10 Helped by the greater exchange rate stability achieved by the Louvre 

Accord and ilSome strengthening in tile demand of developing countries for 
\______(-Ww.4.$,  _) 

their exports, activity in thechiajor.sel~rapp -dars to be picking up. By 

June 1987 aggregate industrial production was 3 per cent higher than a year 

earlier. 

1.11 Consumer price inflation has increased to about 3 per cent as a result 

of a partial recovery in oil and commodity prices. There has been no pick 

up in the growth rate of earnings and domestic costs.' AJ v 

------"---"•--■................„N\\\\  
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Chart 1.1: Real commodity prices 
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lc IN RELATION TO PRICES Of MANUFACTURES 

1.12 Recent data show that the current account surpluses of Japan and, to a 

lesser extent, Germany have now started to decline. In the United States 

trade volumes are responding to the decline in the dollar, but nQs.lear 

downward_t-rend-in th t account deficit has  yet  been estabttshed. 

bk 44,14 T41 	I 	-qru t 1Ie/0. ,01944,600 

1.13 Oil prices rose to over $20 per barrel for a short time in the summer, 

partly because of fears about an escalation of the Gulf War, before falling 

back a little to between $18-19 per barrel as OPEC production expanded. 
/$0 :Real non-oil commodity prices have recovered somewhat from the extremely lov 

levels reached in the second half of 1986, but they remain well below their 

historical average. Food prices are particularly weak. 
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Chart 1.2: Real oil prices 
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Prospects  

1.14 The forecast assumes that North Sea oil prices average around $18 per 

barrel until the eRkof 1988. Real non-food commodity prices may continue 

to increase mo d'teAy over the next year or so, especially if industrial 

production in the major OECD countries grows reasonably strongly, but food 

prices are forecast to remain weak. 

1.15 Table 1.1 shows the forecast for activity and inflation in the major 

seven industrialised countries, and for world trade. 

Table 1.1: World economy 

Per cent changes on a year earlier  

Forecasts 

1986 
	

1987 	1988 

Major seven countries 1  : 

Real GNP 	 21 	 2i 	 2i 
Real domestic demand 	 31 	 21 	 21 
Industrial production 	 1 	 3 	 4/ 
Consumer prices 	 2 	 21 	 3 

World trade at constant prices 

Total imports 	 41 	 3i 	 4i 
Trade in manufactures 	 2 	 31 	 5 
Main developed countries' exports 	li 	 2i 	 3i 

of manufactures weighted by UK 
market share 

1 
US, Japan, Germany, France, UK, Italy and Canada 
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gbar-thaa-im-1986 

but._b 
	 I - • 

L1.17  The recent fiscal package in Japan and the tax cuts planned in Germany * in  1988 should help sustain the growth of their domestic demand. Total 
Ni.  domestic demand in the major seven industrial countries is forecast to grow 

vslightly faster than real GNP, but net exports will be much stronger than in \ 
4!)  1986, as developing countries' demand for imports continues to recover. 

--, 
1  Indust 	roduction 	' 	is normally more  cyclid=inaNa=7,1should  grow 

fas r in 1988, helped by the recovery in exports. 

1.18 World import volumes are likely to rise by about 3i per cent in 1987. 

ryi  This is somewhat slower than in 1986 when oil trade was very buoyant 
'following the fall in price. Total world trade in manufactures, on the 

rPt iother  hand, has strengthened and may grow by just under 4 per cent in 1987. 

1.19 Growth in world trade should be slightly higher in 1988. Imports into 

non-oil developing countries are expected to grow more strongly, despite the 

debt problems facing some of these countries, since the export earnings of 

primary producers will be increased by higher commodity prices; 

csages continue to --be 

compctitivc . 	OPEC countries may cease cutting back their 	imports. 

Developed countries' imports, are forecast to continue to grow by around 

4 per cent. Reflecting this change in the geographical distribution of 

trade, growth in trade in manufactures is expected to increase to 5 per cent 

in 1988. Developed countries' exports of manufactures weighted by UK market 

shares are likely to grow more slowly than total world trade in manufactures 

as the developed countries continue to lose share to newly industrialised 

countries. 

TRADE AND THE BALANCE OF PAYMENTS 

6/V1 	? 
Exchange rates 

r  gAkk, 
1.20 Exchange rates between major currencies have 	 d-4,-Etarrew-ly-- in 

Athe—s-4-x—months?!following the Louvre meeting of Finance Ministers of six of 

the leading industrial countries in Februarys/Tiet—have-been somewhat more 

volatile in--the 1 dt t per Sterling has ;eflected this general 

stability, 7particularly against the Deutschemark, moving within a narrow 
ct 
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range for several months. The forecast assumes that sterling remailip close 

to its present level [or 'exchange rates remain close to their present 

levels.] 

Chart 1.3: Exchange rates 

3.00 
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Relative costs and prices 

1.21 Unit labour costs in the UK rose broadly in line with those of 

14.  overseas competitors in the year to mid-1987. i -ji h sterling rising in the 

early months of 1987 there was a partial reversal of he very large gain in 

competitiveness seen during 1986; but UK labour cost cd petitiveness remains 
some 10 per cent more favourable than the average of 198 and 1985E] 

IAA:, 11-0 ftt-cA41/ ti.* Of' 61! 10,141  L.14 et(V•xcItte,41-34?IVt M VI, ti---. te.41,  
i , 	 4 

Trade volumes (goods other than oil) 

1.22 The volume of manufactured exports, which remained flat in the first 

half of 1987, has been ri4Aing again in recent months and this should 

continue in 1988 r growth in_overseas marke'63 
0')11,4,4tc- 	(11( 	 ), 

Total non- 
or( 

oil exports&aaniplikely to increase by about/P4per cent in 1988 compared to 

a projected`li per cent in 1987. 

. 4 
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Chz 	1.4: Export volumes (excluding oil) 

1.23 Chart 1.5 shows how the UK's share of the volume of total world trade 

in manufactures, which declined during the 1970s, has been broadly steady 

since 1981. The UK's share of developed countries' exports of manufactures 

has increased slightly since 1981. 

Chart 1.5: DR shares of manufactured trade volumes 
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1.24 Non-oil imports, which fell sharply kn the early part of till" year, 

have since risen again rapidly. The out-turn for the year as a whole, 

however, seems likely to be close to the Budget forecast in spite of the 

stronger than expected growth of domestic activity. Non-oil imports are 

forecast to rise by 511per cent compared to 8 per cent in 1987.  4.4Wae -  fall in 
--g-rowth—pa-rtly  -"re-fiec s---'r'—i_ower  Imports of N...7.2.25tab 

Chart 1.6: Import penetration 

SHARE OF IMPORTS OF GOODS ( EXCLUDING OIL) 
IN TOTAL DOMESTIC DEMAND 
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Oil trade 

1.25 Net oil trade is likely to show a surplus of slightly less than 
£4i billion in 1987 - a little higher than in 1986. Lower North Sea output 

has been offset by higher oil prices averag4 and a fall in domestic 

demand for oil. In 1988 North Sea production is likely to decline again and 

be close to the centre of the range published in the Department of Energy's 

1987 Brown Book. At the same time, domestic oil demand is likely to rise 

somewhat in response to rising activity. The oil trade surplus may decline 

by about El billion in 1988. 
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Goods less oil 

Export Import Terms of 
volume volume trade* 

4 	54 	-1 
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TraAllprices and the terms of trade 

1.26 The terms of trade, which fell sharply during 1986, reflecting the 

fall in oil prices and sterl g's depreciation, have recovered somewhat 

during 1987 as a result of i h 	o'l • rices, lower tood prices and the rise 

in the sterling exchange rate 	Lit le change in the terms of trade from the 
^ 

present level is forecast in 1988. 

Table 1.2: Visible trade 

Per cent changes on previous year 

All goods  

44 	54 	+4 

* The ratio of UK export average values to import average values. 

c/vXv n \\ 
  

1.27 The-Surplus on invisibles seems likely to remai 	bstantial this 

li  
yea 

 t  . 
	The surplus on services should recover from last year's fall which 

1 ---9  was attributable partly to a 	in the number of tourists visiting the UK. 

Net earnings from interest, profits and dividends are expected to be higher 

despite some apparent narrowing of margins on banking business. 	These 

improvements should broadly offset an increase in the deficit on transfers, 

largely reflecting increased government contributions to the European 

Community. The invisibles surplus should increase again in 1988 as a result 

of higher net earnings from interest, profits and dividends, 	rtly 

reflecting-lower-payaents_abroad by Narth -Sea companies as _Qutpili-  falls  

Table 1.3: Current account 

£ billion 

Non oil goods 
Manufactures 	Other 	Oil 	Invisibles Current 

balance 

1986 	 -54 	 -7 	4 	 74 	-1 

1987 Partly forecast 	-74 	 -7 	44 	 74 	-24 

1988 Forecast 	 -95 	 -6 	34 	 01 v2 	-3/ 

Export 
volume 

Import 
volume 

Terms of 
trade* 

1986 34 64 -54 

1987 partly 54 7 1 
forecast 

1988 24 6 1 

Invisibles 
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LILA Lan 	
L18- 	11/2(-  

1.28 The current accountlEecorded—  eficit 	C44+  billion in Allp third 
quarter of this y 	 surp lus o Ei bi llion n the first  year after a 	l 	f 	bi 	i gL4)1  the 
year,. The forecast for the year as a whole is for a deficit oflh.illion, 

is in line with the projection made at the time of the Budget. 	This 
equivalent to about 	per ,  cent of 

slightly higher deficit 

GD . Th  forecasktfo  1988 is f r a 
A-R 

- 

growth in the—ITIC 	 rid 

p us s ou 	 Tiffsret–a–fa±-1----frr-the–oil  surplus. 

Chart 1.7: The current account of the balance of payments (surpluses and 

deficits as a per cent of GDP) 

Overseas assets 

1.29 The stock of UK net overseas assets, which rose by £37 billion to 

£114 billion by the end of 1986 may show—little  change–thia_pa41 

G1 	,4 4 	 teA/d 1,1271 

p 	pijs) (i4) 
fuf 



cent a per 1.30 The UK economy has been growing 
years  -Tnre early 1981, with only minor fluctuations 
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aer  the year to the first half of 
Cv 

1987010wat 1-4,1 44444- a/LA/4F Atg. 4140',IP 1,44. AvP" e4-4,  

ure 	 t\k, $ soun,  
1.31 Discrepancies in the national account/mean that it is h\lot possible 

fully to explain recent growth in /ontput in terms of changes in the 

components of final expenditure. //4hi1e the output and income based 

estimates of GDP suggest growth ofAust over 4 per cent over the year to the 

first half of 1987, the expendi tire-based estimate of GDP shows only about 

2i per cent growth. As e output-based estimate is the most reliable 

indicator of short-term Gt• movements, it seems clear that some components 

of expenditure are ing significantly under-recorded. Thus the recorded 

slowing down in gro h in domestic demand - to under 3 per cent over the 

year to the 	

e  

firs

l 

 half of 1987, compared with 31 per cent growth for 1986 -  ‘ 
may well in pa 	reflect inaccuracies in the published statistics. 

Pqr 	 4.14 
tput growth 	 sectors of the 

economy 	 North Sea oil production, which has falle 

Output of ervice industries has  r.a.cpete.  by 5 per cent between the first 
halves of 1986 and 1987 /leanufacturing output 	 by over 4i per cent i  

7 0 
-nstruction 

output  ame  by 7i per cent. • 7' 

The recent 

rise in construction output has reflected not only growing private sector 

housebuilding, but also higher commercial building activity. Results of the 

latest DTI investment intentions survey and the CBI quarterly industrial 

trends enquiry) together with recent figures for construction orders ) suggest 

that commercial and industrial building is likely to be an important source 

of further growth in construction output over the next year or so. 
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Chart 1.8: Services, manufacturing, and construc on output 
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Personal sector expenditure  

1.33 Consumers' expenditure is now estimated to have increased by  ere  than 
5-4 per cent in 1986, substantially more than growth in real personal 

disposable income. The personal savinsratio fell by about 1 	percentage 
points between 1985 and 1986 	1980 the personal saving ratio has 
fallen by  over—a-L.M-rel,c-ringing  it back to around the average level of the 

late 1960s and .early 1970s. There are at least two  irimpoirtantIC:1-ements  of re4op-) 

A 	
(.0 	 > ,4/ 

the salifing ratio
A 
 In recent years. 

hit 
First, the decline in 

inflation has reduced the extent to which households need to save simply to 

make good the erosion of past savings. Second, there has been a fall in the 

contributions by employers to pension funds. .  olj•ke, -7ydrisp al) 

.r34-.Employers'._contributions  1- t 	funds, which are classfied in the 
national accounts as personal  income,*  rose relative to  persoiriT--disrZgaUn 
income 	 the  -T9IMF7 -IRM7---trave  fallen during the 1980s. Par 	the 
reason for the rise in the 1970s was h the surge in inflatTon and the 

associated collapse in the stock ma et used -a-gharp fall in the value f 
pension funds' assets. Firms the-refo had to make additional payments 

cover the actuarial deficits that 	d aris n. In the 1980s inflation h 

k.12.11sp and profitability and the stock market h. e . recovered, leaving man 

1,,re ieNtv 	tok-n 
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penelon funds with su luses over liabilities. Fi
•  
rms have b n reacting to 

these surpluses y suspendin 	or reducing th 	contr  • 	ons. 	T is 

have been rei orced by change3,made in the 86 Budge o the 

ru1esje1ating to pens 	funds' surplusPs, which re40. r 	a 	uction Of 

5 	er cent  •  liabilities 
oanaequent------44uotttert-icars-rir-LsEpli:Wcontributions are unlikely to have 

ad a lar e effect on consumers' expenditure, and hence will have shown up

in changes in-the recorded personal saving ratio. Chart 1.9 shows the 

savingj ratio and the share of employers' contributions to pension funds in 

- personal disposable income; 

Chart 1.9: Personal saving 

I. 11.1 	 .// 	 .711 	 .74 	 1•13 	 11./ 	 la'. 	 Mit 	 1511 	 1 11131 	 1 5I1 	 1 •013 1 ••4 1555 11100 	 .•/ 

1.357 Statistics published for the first ha of 1987 show a sma 	rise i 

Ithe 

paragraph 1.31 RefiIi--sales have been g owing very strongly over th 

taken with the record level of car registrations in August thi 

complicated by the discrepancies in the accounts discussed i 

sujninrer....,--And 

slowed to around 4 per cent. 

ersonal saving: ratio, while consumer spending 

Interp 	ion of these statistics 

 • 	on a year earlie 

giaggests that consumer demand  remains very strong.  For 1987 as a whole 
consumer spending may rise by around 41 pe cent, while the rise in real 

personal disposable income may be a little higher than this. In 1988 there 

is likely to  hao  ritumptipriaztfc- he decline in the saving“atio recorded L* 
over recent ye 	an 	ow 

from 1987. 	 s in pension contributions-Oke-saving 
rratto-cou14-r.13  pe  

• 

tendency wi 

actuarial surpluse(-  to not morc than 

13 

II 

sumer spending may be little changed 



Company 	incomes and expenditure 	 1,W 

//r--  *awn . 

at 

S rn- 

1 

starts have fallen back from their high first quarter levels, for the first 

1.36 The housing market remains very _buoyant. 	Although privatelpousing 

three quarters of 1987 as a whole they were [6] per cent higher than the 

year before, while private completions were some [8] per_cent_hlgheri -In 
spite of 	is rise in housing completions first estimates of private sector 
inves e 	in n d llings show it to 	been low 	in the 	st 
1987 th n in the_fir 	1,11 of- 11986, as ther was an in rease in t 

/of compl9tbd but unsold dwellings. With 	and for 	using St ong, th 
/ build d of stockscouldwell_be esegond  half of _19871 as 

tii investment in improvements  keg- 4rearrr  rising fast, private housing investment 

in 1987 as a whole may record an increase only a little below the 12 per 

cent rise seen in 1986.  L...t_, ._ven if--housIag-s.t-ar-ts a-r-e--tiew-past-ths4*--peak-, 
completio 

qrea- 

1.37  The.--12.4.-r-ellOr---rate  of 	 ad-oommercial 
compan-i-es-44C-C-e4- -i-n-t1-06-was- 10 per-eemt-7--Th-i-a-waa-lower the the- rate—o4 

returm_recended----411---4414iP, because-e4-a-sharp fall-Ln-Nopeh Sea compaaies- ,- 
prof/ts:Sy contrast, e rate of return of non-North Sea 	rose sharply 

again last year, and was-back almost to the level recorded in 1973; while 

the rate of return of m nu cturing companies was more than 3i times the 

/ 
1101;. leve 1  recorded in 1981. 

 /2( 
 ro itability appears to have improved further this 

(year both for Noo4h-Se&-compa ies (as a resul t,,._,of  the partial recovery in 
er.kiku,  t 	Amir~kr3k,  J the oil price  !;am*  for non- orth Sea com1Ttbf1reIped by strong growth in 

productivity. 

Chart 1.10: Companies rate of return 

¶13,
(7)0n(-1. 

investment  should-ther-efere  rise further in 1988. 

houbi-rilmr-alwrirnwert--ii..ii7-*  Housing 
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including 

assets leased from finance lessors, rose some 7 per cent between .  the second 

half of 1986 and the first half of 1987. The projections of the TI's June 

investment intentions survey (4 per cent growth in manufactnrin invpstment 

in 1987 and 8 per cent growth in investment on average in all industries 

covered) now seem likely to be exceeded. The recent performance of output 

and profitability suggest that manufacturing 	investment 

accelerate next year. North Sea investment seems likely to 

year, to less than two thirds of the 1984 level, but may 

further next year. 

could well 

all again this 

change little 

Ft 

 

1.39 Stocks fell in the first half of 198 7 7):--GriNnrIftmr-s:714)-  

fam 	11 com 

there  may have been some involuntary element in the fall in manufacturing 

	

stocks. 	esponses  to the  ques on  in  the CBI's trends enquiry about stocks 

liof 	fi • ovder th se with inadequate stocks falling sharply over the winter and 

spring.r-Thus while stock output ratio 	expected to 5t11 pirther over 

the second half of 1987 and in 1988: e evel of stocks slol;ipd-,4- ise. ‘  

443r11 effect-of the-abol.144on of stock rclic-f  in  the 1984 Budget 
lafve4y6-44--throughy-an4 responses to-recent-CBI enquiries ha.- 

e;are_positive treng=strockbufIding. Stocks -of-ttre-Int-erven 	oard - for 

Agriettltia.ra4 Produce--44BAR4--woza—reducod in- 	 Trkport 
demand.r-attel-efe- likely to- be L -ebultt-from the-I987 hdrvesm. For 1987 as a 

whole stockbuilding may be a little less than in 1986, but is likely to make 

a small positive contribution to growth next year. Stockbuilding is, 

however, expected to remain on a modest scale compared with many years in 

the 1960s and 1970s (see Chart 1.11). 

Chart 1.11: Stockbuilding 

AGGREGATt STOCK RATIOS 
Stockb.kling as o shore of GDP 

•••• 

1.3^ Business-investment was weak--i-w-19.W as spending had 

for rd into- -1985. 	Non-North Sea buiness investment Aloe recovere 

Manufacturing investment, strongly in the first half of 1987, 

ods s wed 	exce ir with mofe.---Aan_adequat stoc 

ash 	rio• 	.1.• 	 who .1. 
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/Prospects fti-r demand and activity 
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1.40 Growth in 1987 is expected to be around 4 per cent, but in 1988 to 

fall back closer to the average rate recorded since 1981. (See table 1.4). 

The  ,  ower growth reflects a fa 1 in North Sea oil production and r  th 

(3. 	
fore 

S 6e 
net exports, and also a  mare -megative  contribution from non-oil 	next 

year. Growth in 1987 and 1988 cannot yet, however, be fully explained in 

terms of expenditure because of the large discrepancy between the 

expenditure estimate of GDP and the average estimate in the first half of 

1987. 

Table 1.4: Domestic demand and GDP 

dit4tot 	rA- &et • 

AC/t4N151  
604". CLAW4 ikal"46J 

Per cent changes on a year earlier  

Forecasts 

1986 	1987 	1988 

 

   

Domestic demand 

Exports of goods and services 1 

Imports of goods and services 1 

Domestic production: GDP 2 

1 
Non-oil shown in brackets 

2 Average measure 

4 	 4 	 4 

3 (3i) 	5i(6 ) 	2i(24) 

6 (5 ) 	6i(74) 	6 (4i) 

3 	 4 	 3. 

  

1.41 North Sea  ELII]output  fell by some 2 per cent between the first halves 

of 1986 and 1987 rid is expected to decline further in 1988. In both 1987 

and 1988 Ciertirimmr:Joutput in the North Sea may reduce GDP growthb odi 

per cent. Manufacturing output is forecast to rise at a similar ra e to non 

North Sea GDP in 1988, having risen rather faster in 1987. (See table 1.5). 

Table 1.5: Real GDP and manufacturing output 

1986 

GDP (average measure) 3 

Non-North Sea output 3 

Manufacturing output 1 

Per cent changes on a year 	earlier 
Forecasts  
1987 	1988 

4 	 34 

44 	4 

5 	 4 
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1.42 )the annual rate of retail pries inflation fRPI) ro
:  

em ice expecte-44 
during the summer, reflecting thP profile of mortgage rate-s and petrol 

prices in 1986. (The national accouhLs measure of consumer prices has been 

showing a markedly lower rate of inflation than the RPI: it rose by under 2i 

per cent ov 	the ye -r •to t e second quarter of 1987.)  , Rcts-i-1---prri-ee 
inflat . 	Is '7'1 y o average 4 per cent in the fourth quarter of 1987, in 

line with the Budget forecast. Producer output price  inflatiosatas  been a 

little higher this year than fore 	t  at ip  dget time  viiiiape/he  rate of 
# h-ou Us. 

as--fast as 

expected') 

The underlying annual rate of increase in average earnings has risen 

J 7from 71 per cent at the start of the year to 71 per cent in recent months. 
1 /\- 
1 	igher rate of increMTqls more than accounted for by a rise in overtime 

payments.  Adlated  for overtime hours the underlying growth in average 
aen,  

earnings  hasCikrie-i7  over the last year, reflecting a sig  ifi
b2t
cant fall in the 

level of pay settlements during the second half of 1986. /Mere are signs 
Ar? 

4..11.1v1k3A—._ 	--ileAAJ 
that this fall—in--pay--mett4ements has to some extent been reversed over 

recent months. 

/) 1.44 Growth in unit labour costs has been kept down by  fa( st  growth ill 

productivity and by relatively slow growth in non-wage labour costs. 

Indeed, unit labour costs in manufacturing may not have risen at all between 

1986 and 1987. For the first time since 1983, unit labour costs in 

manufacturing in the other major industrial countries have on average risen 

faster than in UK. 

Chart 1.12: Unit labour costs 

0 UK UNIT LABOUR COST 
MI AVERAGE OP OTHER MAJOR INDUSTRIAL COUNTRIES 

n 
_111[6111111,-proi  

1975 	11115 	 1991 	141113 	04113 	1944 	15119 	141•• 	te117 	911•• 
	 91911444, 

increase of costs of materials and fue 

rt, 
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Prospects  

1.45 The very low growth in costs over the last two years has not been 

fully reflected in producer output prices. With the benefit of substantial 

gains in competitiveness relative to producers overseas and fast growth in 

demand, UK manufacturing industry has experienced large increases in profit 

margins. Profit margins may continue to rise, if a little more slowly than 

in recent years. Thus in spite of somewhat faster growth in costs, producer 

output prices are forecast to rise next year by about the same amount as 

this year and last. (See table 1.6). 

Table 1.6: Costs in manufacturing 

Per cent changes on a year earlier 
Unit labour Cost of materials Estimated total Output 

costs 	and fuel 1 
unit costs 2 prices 1 

1985 

1986 

1987 Partly forecast 

1988 Forecast 

4 

3/ 

0 

4 

- 

1/ 

2 

4i 
41 
4i 

1 
Producer prices excluding food, drink and tobacco 

2 Including costs of bought in services  

ve4 
I  fr  

41:.2 

1.46 Retail price inflation is expected to fall bel 	4 per cent by the end 

of the fourth quarter of 1987, but 

and summer—of—next year. Just as tho 198 

fully refleeted—i-ft UK domes-tio  ene 

partial—Feeower 

r'se---ager4n—litt.r-44149--t-ite- spring 
• 	uil 	prices 	was not 

ar, so tills  -yea-r4 s 

y to be  reflected  in fligner 
domestic ener --almt40s 	ao3umed to be 

4cgazalgorlases1  in the 1988 Budget, the 
, 	 is likely to be a temporary rise in 

the annual rate of increase in t R I  aft4r,r2 he  fi t quarter of 1988. 
.Reflecting these upward-p*eesures o e-&-a-§"t is for the 

RPI to increase by 41 per cent over the ear to the fourth quarter of 1988. 

ukuicAtt4v) oki44741.  

tt") A411-  ) 	ffv4>' fi 	I  4; 
/19 

sb- 59j i fl4 drIr 

Petri 
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Tabill1.7 Retail prices index 

Weight 
1987 

Per cent changes on a year earlier 

in 
1986Q4 

Forecasts 

1907Q4 1988Q4 

Food 161 31 3/ 3 

Nationalised industries i  6 31 21 61 

Housing 15 7 7i 8i 

Other 62i 21 3i 41 

Total 100 31 4 41 

1 Includes water 

1.47 The GDP deflator measures the price of domestic value added - 

principally unit labour costs and profits per unit of output - and excludes 

import prices. The GDP deflator at market prices is forecast to rise by 41 4. 

per cent in the current financial year, following an increase of 3 per cent 

last year. The higher rate of increase this year is more than accounted for 

by a recovery in North Sea profits following their fall of over 50 per cent 

in 1986-87. 	_the RPT, the GDP defletor-st-mmrket prices-w414.-rmixt year 

reflect- 	 se in domest4e-energy prices and—tames on 

e o er ban e Oil price L.omponeftt of the GDP deflator 

may_change-44-ttl-e--cmer-the next  -rear  The GDP deflator is new forecast to 

rise by 41 per cent in 1988-89. 

PRODUCTIVITY AND THE LABOUR MARKET 

1.48 The growth in the employed labour force has been gathering pace over 

the last year: in the twelve months to June 1987 it is estimated to have 

risen by 367,000i-.total. Since&ploymes+-started-t.Q-rise ag1444-€1983, 

there has been an increase of around 1,350,000 in the number of jobs. The 

strong growth in manufacturing and construction output this year has been 

reflected in particular in a rise in male employees: the 84,000 rise in the 

six months to June was the largest half yearly rise since the first half of 

1973. 
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Table 1.8: EMployment 

Thousands, change in GB seasonally adjusted 

Employees in Employment Self- 
employed 

HM 
Forces 

Employed 
labour force 

Male Female 

June 1984 to 
June 1985 +82 +191 +115 0 +387 

June 1985 to 
June 1986 -56 +151 + 17 -4 +108 

June 1986 to 
June 1987 +72 +200 +102* -3 +372 

* Figures for self-employment over the last year is a projection based 
on self-employment growth over the previous five years 

PEJA 	stA- 1.?  sitAa 	 POI-A-HO 
1.49  (The  figuréifb if manufacturing product vi 

(again been revised u wards durin  1987 

anufacturing productivity  lit  now estimated 	to  have 
risen by 4 per cent a year on average since 1979.  Ei...4tet-eetiseelpeed-ifts 

manufacturing output per man hour has risen by about 2 per cent a year since 

1979, and by about 2i per cent a year since 1983. Output per head has grown 

less than this as result of the large rise in part-time employment. 

Table 1.9: Output per head of the employed labour force 

Annual averages, per cent change 
1964-73 1973-79 1979-87 

Manufacturing 31 i 4 
Non-manufacturing* 3 i li 
Whole economy 21 11 2 
Non-North Sea economy 21 i 11 
* Excludes public services and North Sea oil and gas 

extraction. 
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Chal01.1.1: Output, employed labour forecast and output per head 

MANUFACTURING NON - MANUFACTURING* 
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1.50 Since June 1986 seasonally-adied adult unemp oyment  1  as fallen for _,---__ 	 -- 
sixteen months inccessTby some 437,000 in total; the number of 

\

- 

xinempl,y 	school leavers has also fallen, by some 48,000 over the last 

year.rii*Wedkr various government measures to provide training or work 

xperience for the unemployed, or to help them to find jobs e l -have , 
e9.t.12,is mploymea_t_-_, thef..a.1.4- has, -b3 an increasimg 	---- 

attributable -to-t.he-strong_grcatzth_of---outistrt-and elaptnyment - in 

The encoluging prospects for the UK economy over the next year 

mean that a rtter substantial fall in unemployment is likely. The main 

danger to the chances of further progress in reducing unemployment is of pay 

settlements being too high. 

e 
Financial developments 	

ffinAtt uvt 
11  t wel) ,  

!,c( a E0 	
xp_s 

46-1.tb. 
1.51 Short-tekM) interest rates, which fell. by more than a percentage point 

.-  - 	r , 	 .......1 
after thp/Budget, have risen d'g r I)l)in recent weekii<  al short-t4im' rates _  

11) 
remain / high.' ong-termAnterest rates which fell in he spring, hav: Irr,  

1.52 The year-on-year growth of MO has bteyOabove the midpoint of its 

2-6 per cent target range in recent months, reflecting earlier falls in 

Unemployment „Jr 
Nk- 

agar' as world ond markets have weakened d domestic shor term rat 	ave 

risen. The yiesldrve is flat. 

interest rates strong growth-i-s-consumexs1---expend-ittrr-e: MO is expected 
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to continue to rise qui 
	

in the immediate fu 

slowly as a resu 

mor 	 nsumers' expendit+t-4 
41.4 3 	k )1,4"4/-1/. 
&MA 

1.53 M*-na-g- continued Lu rise rapidly with growth arounial-per cent in 

the year to September. This has reflected" at leastaly increased 

deposits by companies and financial institutions. 441—which includes 

in -,1,m-t4G- year A/5-4T,A4 -1,exi-rtedt "4t=grti.144 
Is 	 01"r4 .31-=44-24241M.L1674413  t..4 

tinue..t.J4e--trend 

years -tha-c-oltiKof finandial innovation 

Theylswe--i,eetft--consistent -with _appropriately  ti  ht 

a,h4d41-.4-0  

40-4,67.0 

> 
1.54 Tables 1.10 to 1.12 show both the Bu 	n latest forecasts for 

kr 
87-8_gene.ral government expenditure and ,ipec • 1,9 	

e.ptat 
and of public sector 

tqt-i-r_jt. ,  
borrowing( ---111W show also the 1986-87 outturn. The PSBR in 1986-87 was 

£3.5 billion, just over Ei billion lower than estimated in the 1987 FSBR. 

Lower central qovernment borrowing, more than accounted for by higher than 

expected tax peceipt was responsible for about two-thirds of this downward 

revision, with the remaining one-third due to lower than expected local 

authority borrowing. 

1.55 In the first six months of 1987-88 the PSBR was Eli billion. 

Excluding privatisation proceeds, borrowing was about £11 billion lower than 

in the first half of 1986-87. The revised forecast for 1987-88 as a whole 
PAN.% 

is a PSBR of  1bouy  £1 billion, some £3 billion lower than forecast in the 

FSBR. Two thirds of this downward revision is due to a higher forecast of 
ft 

general government  €04eipri+1 and the remaining one-third due to a lower 

forecast of public expenditure. 

1.56 Table 1.10 shows the relationship between the public expenditure 

planning total and general government expenditure. The outturn for the 

public e pend•ture planning total is expected to be some Elf billion lower 

than  (7 tiaipe4  in the FSBR. e-composition of this downward revision is 

s-et_outinChaptar-2 

planning--tetal- 

eti-s1W04„,___Emaa-nly--ref 

-014A (-( 	Et_e_ PFP1 
a u 	 c 

iff`ftT-4141- 	,/71-0A-s 

before gamma" more 

t of the recent rise in interest rates land the -projected 

41414) 1% ,J 14 

(4114  

•depo 

vidYi 	in recent 

and liberalisation. 

monetaty 	uunditions 

Fiscal developments  

4t, 
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privilksation proceeds, ge-neral government expenditure is now projected to 

increase by 5 per cent in 1987-88, a little less than the increase in 

1986-87. 

Table 1.10: General Government Expenditure 

1986-87 
Outturn 

£ billion 

1987-88 
Budget 

Forecast 
Latest 

Forecast 

Public expenditure planning total 139.4 148.6 147.7 
Interest payments 17.4 17.9 17.8 
Less public corporations' market 

and overseas borrowing 
-1.3 -0.8 -0.7 

Other adjustments 6.9 6.2 6.6 

General government expenditure 165.1 173.5 172.0 46 

of which 
Privatisation proceeds 4.4 5.0 5.0 

1.57 Table 1.11 shows the forecast for general government receipts. The 
JAJeva.,6 

forecast of tax and national insurance  reee4loksihas  been increased by just 

over £24 billion since the -  Budget. The forecast of on-shore corporation 

tax, including ACT, is about £4 billion higher, mainly reflecting upward 

revisions to profits estimates for 1986 in the recent Blue Book and, in the 

case of ACT, a higher level of dividend payments so far in 1987. The upward 

revision of £ 4 billion to North Sea revenues is more than accounted for by 
04$1.44 	0.1  

the highersumei4do11ar 01 pric 	 °recasts of personal income tax, 

VAT and national insurance con ributions are also each about El-  billion 

higher than in the FSBR. General government receipts in total are now 

forecast to rise by over 64 per cent in 1987-88, following an increase of 

54 per cent in 1986-87 when North Sea revenues more than halved. 
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Table 1.11: General Government Receipts 
	 • 

E billion 

1986-87 	1987-88  
Outturn 	Budget 	Latest 

Forecast 	Forecast 

Taxes on income, expenditure and capital 119.6 127.8 130.0 

National insurance and other contributions 26.7 28.5 28.9 

Interest and other receipts 13.3 12.6 12.3 

Accruals and adjustment 0.5 0.0 -0.2 

Total receipts 160.2 168.8 171.0 

of which North Sea revenues 4.8 3.9 4.5 
• 

61 
1.58 Table 1.12 shows the previous and new forecasts for borrowing. 	The 

PSBR forecast 	still subject to a great degree of uncertainty: The 

average error o 	°recasts of ti+e----FS-Bit for the current financial year made 

in the  autwygis  0.6 per cent 4,o0fol  GDP, or £2i billion. 	 revised 
/V, V   

foreca 	 the 	, both 	including and excluding privatisation 

proceeds, will be lower as a proportion of money GDP than in any year since 

1970-71. 



£ billion 

1986-87 	1987-RR  
Outturn 	Budget 	Latest 

Forecast 	Forecast 

165.1 173.5 172.5 

160.2 168.8 171.0 

4.9 4.7 1.5 

-1.3 -0.8 -0.7 

3.5 3.9 0.8 

1 1 
385 411 419 

CONFIDENTIAL 

Public Sector Borrowing 

government expenditure 

government receipts 

government borrowing requirement 

corporations' market and overseas 
wing 

sector borrowing requirement 

centage of GDP 
GDP at market prices 
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Table 1.13: -Economic prospects 
	 • 

Forecast 	Average errors 
from pasta  

1986 to 1987 1987 to 1988 forecasts 	 
percent changes 

A 	Output and expenditure 
at constant 1980 prices 

Domestic demand 
of which: 
Consumers' expenditure 

General government consumption 

Fixed investment 

Stockbuilding (as per cent 

4 

44 

i 

5 

4 

44 

1 

44 

1 

11 

I 

21 

of level of GDP) 0 i I 

Exports of goods and services 54 24 24 

Imports of goods and services 64 6 21 

Gross domestic product:total 4 34 i 

manufacturing 5 4 2i 

B 	Balance of payments 
£ billion 

- current 
account -24 -34 3 

C 	Inflation per cent changes Q4 to Q4 

Retail prices index 4 41 2 

1987-88 	1988-89 

per cent changes on previous financial year  

Deflator for GDP at market 
prices 
	

41 	 44 	 2 

per cent changes on previous financial year  

D Money GDP at market prices 	 81 	 8 	 14 

1 
The errors relate to the average differences (on either side of the 
central figure) between forecast and outturn; they are relevant to the 
forecast for next calendar or financial year. The method of calculating 
these errors has been explained in earlier publications and Government 
forecasts (see Economic Progress Report June 1981). The calculations of 
average errors are based on forecasts made between 1975 and 1986. 
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• 
Table 1.14.: Gross fixed domestic capital formation 

£ billion 
at 1980 

1985 

Per cent changes on a year earlier 

prices 

1986 
Fnr erast 
1987 1988 

Non-oil business 27.9 -2 8 5 

Oil
1  

2.0 -14i -20 4 

Private dwellings 2  9.7 7.4 7 44 

General government 7.0 54 -2i 3 

Total fixed investment 46.5 5 44 

1 Includes investment by public corporations 
2 Includes purchases less sales of land by persons, companies and public 

corporations, other than purchases of council houses. 
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ANNEX 1: Alternative Charts 

Chart 1.3: Version of exchange rate chart over longer time period 
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PPS cc Mr Scholar 
Miss Evans 

0 
AUTUMN STATEMENT 

I understand the date favoured by the Chancellor is Tuesday 

3rd November with Tuesday 10th November as a fallback. 

There will be no Ten Minute Rule Bill slot on Tuesday 

3rd November; thus, the Chancellor would expect to come on 

immediately after Question Time - circa 3.30pm. If, however, 

the Autumn Statement slipped to Tuesday 10 November it would 

be pre-empted at 3.30pm by the first of this Session's Ten 

Minute Rule Bills - ie the Chancellor would not be called 

much before 3.45 and possibly a little later if the Ten Minute 

Rule Bill were opposed. 

If the date of the Autumn Statement looks likely to slip 

to 10 November you may like to enquire of the Chancellor whether 

he wishes the Parliamentary Private Secretaries to try and 

mount the same operation as they did at the time of the Budget, 

and negate the Ten Minute Rule Bill interruption. 

B 0 DYER 
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From: R B SAUNDERS 

Date: 20 October 1987 

cc 	PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PS/Economic Secretary 
Sir T Burns 
Mr F E R Butler 
Mr Anson 
Mr Cassell 
Mr Kemp 
Mr Monck 
Mr H Evans 
Mr Moore 
Mr Odling-Smee 
Mr Peretz 
Mr Scholar 
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Mr Turnbull 
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Mr Bottrill 
Mr S Davies 
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Mr Hibberd 
Mr Matthews 
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Miss O'Mara 
Mr Allum 
Miss C Evans 
Mr Hudson 
Mr Owen 
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Mr Cropper 
Mr Tyrie 
Mr Call 

CHAPTER 1 OF THE AUTUMN STATEMENT: ECONOMIC PROSPECTS FOR 1988  

Sir Peter Middleton held 

attached to Mr Sedgwick's 

the forecasters and Sir T 

of the forecast numbers. 

the draft. 

a meeting this morning about the draft 

minute of 19 October. It was noted that 

Burns would need to diccups further some 

The following main points were made on 

1 
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411 	(a) 	It should acknowledge and take account of 
the recent movements in world equity markets. 

Major drafting changes should not be essayed, 

but some references wnuld be incorporated, 

eg in the section on the woy]d economy. The 

general line should be that the forecast had 

been prepared in the light of these 

developments, but that there remained great 

uncertainty as to their likely effects. Sir  

T Burns  would prepare a suitable form of words. 

Further work was needed on many of the charts. 

Where it has been customary to show forecasts, 

these will be distinguished from recorded 

data. 	Chart 1.8 in its present form was of 

doubtful use. Chart 1.3 was generally preferred 

to the alternative at the back of the draft. 

A formula would be needed on the exchange 

rate which was 	consistent with the BP 

prospectus, but did not give unnecessary 

hostages to fortune. The question was whether 

to assume explicitly that all major currencies 

remained roughly stable; or to focus on 

sterling. 	One possibility was "sterling will 

remain close to recent levels". 	This could 

be interpreted later as implying reasonable 

stability in cross-rates. An alternative, 

which some preferred, would be to refer to 

"the exchange rate" rather than sterling. 

The first sentence of paragraph 1.20 should 

read "Exchange rates between major currencies 

have fluctuated less following the Louvre 

meeting of Finance Ministers". 

Paragraph 1.29 (overseas assets) was one point 

which should mention recent equity market 

movements. 	It should say that considerable 

uncertainty surrounded the likely end-1987 
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• position, because of the scale of the movements. 

These would affect both sides of the account, 

but on balance the net result was likely to 

be  a(  decline. 
)-- 

(e) 	There was considerable scope for shortening 

the section on personal sector expenditure. 

If the final sentence of paragraph 1.33 was 

suitably expanded, the whole of 1."i4 could 

be dropped. The final sentence of 1.35 could 

also be dropped. 

The first sentence of 1.38 should explain 

that the advancing of investment from 1986-  v/ 

1985 was a response to the tax changes in 

the 1984 Budget. 

Paragraph 	T.39 on stoukbuilding could be 

considerably shortened, by omitting most of 

the detail (eg on IBAP). 

Paragraph 	1.46 	should 	explain 	that 	the 

assumption of revalorisation of specific duties 

in the 1988 Budget was purely a conventional 

one. The explanation of the higher domestic 

energy prices in 1988 might also be changed; 

they were not solely the result of higher 

oil prices. 

Paragraph 	1.49 	on productivity could be 

shortened considerably. It should begin with 

a statement that productivity is strong, then 

give the 4% average growth figure since 1979 
for manufacturing productivity, and note the 

upward revisions for past figures. The third 

sentence would be dropped. What was now the 

fifth sentence should refer to productivity 

being "as high or higher" than in the 1960s. 

3 
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110 	(j) 	For consistency with Chapter 2, the penultimate 
sentence of paragraph 1.50 should refer to 
na continued fall" in unemployment. 

(k) 	The section on financial developments should 

start with a reference to the stability and 

strength of the exchange rate and refer to 

the published increase in the reserves so 

far this year. There should be a reference 

back Lo the discussion of the exchange rate 

in paragraph 1.20. The first sentence of 

paragraph 1.51 should say that rates have 

risen again "recently" (not "in recent weeks"). 

qi..‘CterA OP).  
(1‘c  

(1) 	The first sentence of paragraph 1.52 should 

conclude "... recent months, in part reflecting 

earlier falls in interest rates"; the reference 

to consumers expenditure in the following 

sentence should also be dropped. Paragraph 

1.53 should be shortened and cast in terms 

of broad money rather than specific aggregates. 

It should conclude that, on the balance of 

evidence, monetary conditions remained firm. 

The final sentence of paragraph 1.55 should 

refer to "revenue" rather than "receipts". 

The third and fourth sentences of paragraph 

1.56 should be replaced by "This is largely 

ccounted for by higher privatisation proceeds 

and receipts from local authorities and new 

towns." 

The new tables 1.10-1.12 were preferred to 

last year's versions. Table 1.12 should include 

a new line, as a memorandum item, showing 

the PSBR excluding privatisation proceeds. 

R B SAUNDERS 

14 
	 Private Secretary 
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CURRENT YEAR OUTTURN: PRESERIATION IN rah, AUTUMN STATEMENT 

I understand that you have concluded that the Autumn Statement should show 

a forecast underspend of around 211/4 billion for the current year. In the 

light of our latest forecast outturn, you are recommended to publish a figure 

of 2147.4 billion - an. underspend of 21.2 billion. 

The Outturn  

2. 	The usual monthly forecast for October (which is attached) suggests 

a planning total outturn of 2147.0 billion - an underspend of 21.6 billion. 

The details of the claims on the Reserve are at Annex A. That shows that 

21.2 billion of the underspend is attributable to higher capital receipts 

from local authorities New Towns, and from privatisation. The remainder 

can be largely accounted for by lower expenditure on agricultural support 

and by improved prospects for nationalised industry ETTs. This forecast 

underspend is still subject to considerable uncertainty - indeed PSF division 

believe it may be even greater. On the other hand, it takes no account 

of the recent decision on Storm damage, nor of the various claims for more 

local authority allocations. For the purposes of the Autumn Statement, 

however, it is unlikely that our central forecast will change. 

By the time of the Autumn Statement, many of the factors underlying 

the forecast outturn will be in the public domain: 

) 	Local authority and New Towns capital expenditure and receipts 

are based on quarterly returns from authorities, the results 

of which will be made public by DOE very shortly._ Delaying 

publication beyond the Autumn Statement would arouse comment 

and suspicion. 

iC 



Local authority current expenditure forecasts are based on 

authorities' own budgets, which are published. 

The forecast outturn for Nationalised Industry EFLs will 

be agreed by each industry; 

It will be possible for commentators to calculate a close 

approximation of the outturn for privatisation proceeds on 

the basis of the BP sale price and other published information. 

Moreover, all the figures shown for the outturn on departmental programmes 

have to be agreed by the departments concerned. It is thus not possible 

to adjust these forecasts without their agreement. 

The Scope for Adjustment  

We have therefore considered whether to encourage departments to 

bring forward large one-off expenditure proposals that would relieve 

pressure on future years. However, we have not yet found a proposal 

for which there is a realistic prospect of its being brought to fruition 

in time to be announced and included in the outturn figure for a department 

in the Autumn Statement. 	Moreover, since the underspend this year is 

largely attributable to increased receipts rather than reduced expenditure, 

there is a clear policy objection to inviting bids for greater expenditure. 

At present, therefore, it seems unlikely that we will be able to change 

any of the figures for forecast outturn for individual departments, public 

corporations or local authorities. 

It is not unusual for the forecast planning total outturn to differ 

from the sum of the component parts of the Autumn Statement table. This 

is either because the Treasury might well take a different view about 

one or more of the published forecasts for individual departments. The 

figures are reconciled by the addition of 'shortfall' or 'longfall' in 

the "Adjustment" line at the foot of the AS table. In the past we have 

usually shown shortfall, implying that the Treasury believes expenditure 

to be lower 

information, 

20.2 billion 

than predicted by 

it appears that 

in the Adjustment 

departments. This year, too, on present 

we would need to show shortfall of 

line, if we were to bring the total to 

our central forecast to 2147.0 billion - an undcrspend of 21.6 billion. 



. If we wished to show a higher forecast planning total it would be 

410bpen to us to avoid showing this shortfall, and thus reduce the underspend 
to £1.4 billion, without risking any public comment. We could reduce 

the underspend still further by showing longfall (implying that the 

Treasury believes expenditure to be greater than predicted by departments). 

It should be possible to show longfall of up to say £0.3 billion to £0.4 

billion, (part of which might be justified by reference to decision on 

Storm damage). However a higher figure would risk arousing suspicion 

that we were packing the figures for some hidden expenditure and this 

could lead to awkward questioning, for example, from the Treasury and 

Civil Service Select Committee. Thus by changing the shortfall/longfall 

figure, we could show a planning total outturn figure of anything between 

£147.6 billion and £147.0 billion; or an underspend of between £1.0 billion 

and E1.6 billion. 

Any underspend below £1.2 billion (the figure for increased receipts) 

would imply that gross expenditure was overrunning. 	You are recommended 

therefore, to publish an underspend of £1.2 billion - a planning total outturn 

of £ 147.4 billion. 

RICHARD PRATT 
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FORECAST RESERVE CLAIM 1987-88 

t  410 	- 
	

£ billion  
Table 1 

Total 

Central govt cash limited 0.75 
of which: underspend net of EYF (-0.20) 
NHS pay (excl FPS) (+0.30) 

Central govt. non cash limited 
(incl NIF) 0.65 
of which: Soc Sec (excl HE) ( 	0.25) 
IBAP (gross) 

Central govt. Other (incl CPEEs) 

(-0.20) 

0.35 
of which: net EC contribution ( 0.55) 

Local authorities 0.80 
of which: HE ( 0.20) 

Current ( 1.10) 
Capital ( -04'5) 

Changes due to 
Increased Receipts 

-0.80 

Public corporations 	 -0.35 	-0.20 (New Towns) 
Privatisation proceeds 	 -0.25 	-0.25 

1.9 TOTAL CLAIMS ON iht RESERVE (rounded) 
RESERVE 3.5 
UNDERSPEND 1.6 

-1.35 



9/Mck4 
CONFIDENTIAL 

FROM: R PRATT 
DATE: 100c1ober 1987 

MR F E R BUTLER 

Copies attached for: 
Chancellor of the Exchequer 
Financial Secretary 
Paymaster General 
Economic Secretary 
Sir P Middleton* 

CHIEF SECRETARY 

Sir T Burns 
Mr A Wilson 
Mr Anson* 
Mr Cassell 
Mr Monck* 
Mr Odling Smee 
Mr Sedgwick 
Mr Spackman* 
Mr Burgner* 
Mr A Edwards* 
Mr Gilmore* 
Mr Hawtin* 
Mr Mountfield* 
Mr Robson 
Mr Moore* 
Mr Scholar 

Mr Turnbull* 
Miss Peirson* 
Mr Gieve 
Miss O'Mara 
Mr L Watts* 
Mr Mowl* 
Mrs R J Butler* 
Mr Culpin 
Mr Baker* 
Mr I Taylor* 
Mr Deaton* 
Mr G C White* 
Miss Adamson* 

Mr Wells* - CSO 

*Supplementary 
analysis to follow 

PLANNING TOTAL AND STATE OF THE RESERVE 

This submission provides details of GEP's October assessment of the Reserve 

and planning total for 1987-88. 

GEP's October assessment indicates total claims on the 1987-88 Reserve 

of £1.9 billion and hence a planning total outturn of £147.0 billion. 

This is £1.6 billion below PEW? and FSBR plans. 

The forecast outturn is £1.0 billion lower than in last month's 

assessment. The main decreases this month are: 

£180 million on DOE/New Towns due to higher receipts from sales. 

£400 million on DOE/LA1 which reflects both higher receipts 

and lower gross expenditure. 	This is the latest estimate by 

DOE derived from the first quarter capital payments returns 

by local authorities. It takes no account of additional 

allocations sought by departments to offset the underspend in 

England. These are likely to total at least £75 million. 



£133 million for Electricity (England and Wales). This reverses 

an increase made in the last position report. The chairman 

of the Electricity Council has recently assured the Energy 

Secretary that the earlier anticipated overspend can be 

contained. 

£110 million for MOD following a revised forecast of underspend 

against their cash limit. 

£170 	million 	for 	IBAP, 	resulting 	from 	lower 	forecast 

intervention purchasing following the cereals harvests. 

The main increases this month are: 

i) 
	

£250 million on net payments to the European Communities, 

arising mostly from a higher forecast of gross contributions. 

Table 1 shows the main claims on the Reserve and changes since last 

month: 

Table 1   

Central govt cash limited 

Total 

0.75 

Ebillion 
Change this month 

-0.10 
of which: underspend net of EYF (-0.20) (-0.10) 
NHS pay (excl FPS) (+0.30) 

Central govt. non cash limited (incl NIF) 0.65 -0.20 
of which: Soc Sec (excl MI) ( 	0.25) (-0.10) 

IBAP (gross) (-0.20) (-0.15) 

Central govt. Other (incl CFERs) 0.35 0.20 
of which: net EC contribution ( 	0.55) ( 	0.25) 

Local authorities 0.80 -0.45 
of which: HB ( 	0.20) -0.05 

Current ( 	1.10) -0.05 
Capital (-0.55) (-0.40) 

Public corporations -0.35 -0.40 
of which: Nat Ind EFLs (-0.10) (-0.20) 

Privatisation proceeds -0.25 

TOTAL (rounded) 1.9 -1.0 



Claims on the Reserve totalling £2.0 billion have so far already been 

formally agreed. 	Almost all of these are discretionary. 	Table 2 shows 

total claims charged and expected, discretionary and non-discretionary. 

Table 2 

Ebillion 

Formally 	Expected 	Total 

agreed 

Discretionary 	 1.7 	 -0.4 	 1.3 

Non-discretionary 	0.3 	 0.3 	 0.6 

TOTAL 	 2.0 	 -0.1 	 1.9 

The attached chart shows how our assessment of the planning total outturn 

is changing each month as further information is received. 

Conclusion 

Our October assessment is that the 1987-88 Reserve in plans will be 

underspent by £1.6 billion (although this assessment takes no account of 

recent decision on storm damage or of the bids for more local authority 

allocation). 	Higher than planned asset sales (on LA capital receipts, new 

towns and the privatisation programme) now account for some £1.2 billion. 

Since asset sales do not justify increased expenditure and our estimates 

are subject to uncertainty, there should be no relaxation of our stance 

on new Reserve claims. 

RICHARD PRATT 
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CURRENT YEAR OUTTURN: PRESENTATION IN THE AUTUMN STATEMENT 

The Chancellor has seen Mr Pratt's minute to the Chief Secretary of 

20 October. 

2. 	The Chancellor has noted that the Autumn Statement planning 

total for the current year will need to be changed to a forecast 

underspend of El billion in the light of lower BP proceeds 

CATHY RYDING 
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(1  VrelANIS' AUTUMN STATEMENT: PUBLIC ENDITURE TABLES 

will change over the next few days as we confirm, for example, the scale /of 

The format we recommended took the central government figures added lines for 

the other sp ding authorities and then added the non-programme, 'lines for Reserves, 

privatisation proc -  -ds, and adjustments to produce the planning total and GGE. 	You 

suggested an alternative i 	 a  the non-programme line,„e/ were added to the total 

departmental figures for all spending authorities, wi 	he separate spending 

authority totals being broken-down by department 	supplementary 	bles. 	Before 

choosing between the two you wanted to see how he figures looked. Tab 	1 to 4 

tollow the format we recommended and Tables 5 ,4' 8 the alternative approach. 

// 
General arguments 

We discussed the general case f r increasing the focus on spending authorities w  

by making Table 1 the main table i the Autumn Statement and the White Paper wVp 

we discussed the PES treatment of ocal authorities more widely in July. 	The a' 

advantages are: 	 \ir 

4p-r)  CV)  I 	 43/ , 	\y" 
1,  

•/-1 ‘ 	 nr' N\I 

01/47 	Vi 	N 

\S 

\i9f 	 vNr^v1 

I attach revised table formats with our 

terdeparmental transfers of provision; we need also to fill in the changes from 

Wh . te Paper for 1987-88. However the broad picture should be right. All th tables 

now ave the columns arranged in three blocks of three as you indicated. 



i. 	it goes some w ay towards reflecting the different degrees to which the 

central government is responsible for and controls different types of spending 

and it helps to bring out the extent to which overspends can he attributed to 

local authorities; 

it reflects more accurately the way the Survey is actually carried out - ie 

with local authority relevant settled as a block outside the main Survey and 

nationalised industries considered in a 'satellite' review and brings out 

more clearly the government's developing priorities; 

it avoids giving undue weight to the necessarily artificial service 

breakdown of the local authority totals; the breakdown of the relevant totals 

is largely based on the latest 1.a. budgets while the departmental totals for 

capital are the highly misleading since they reflect the bargaining over 

allocations (this has led, for example, to apparent overprovision for transport 

but under provision for education); for education in particular in Table 5, 

the attributed shares of increases in 1.a. relevant dwarf the changes in the 

controlled part of the programme; 

it avoids some of the very odd figures which appear in Tables 4 and 5 - for 

example the large negative figures for the energy programme. 

The figures 

4. 	In deciding on whether to focus on Table 1 or Table 5 you will want also to 

consider the different profiles of increases and reductions that they show when 

compared to last year's White Paper (in the last two columns). There are advantages 

on both sides. Perhaps the main points to note are the following: 

i. 	In both cases social security shows the biggest departmental increase. 

The figures are a little lower in Table 1 because housing benefit appears in 

the local authorities other current line. In order to focus attention on the 

size of the overall social security burden, there would be advantage in focussing 

attention on the total social security line in Table 5. 

Health is the second "winner" on both analyses. 	Again the figures are 

slightly lower in Table 1 in absolute terms because local authority expenditure 

on personal social services is not included. On the other hand, there may be 

some advantage in focussing on Table 1 in this case since it effectively gives 

the plans and increases for the NHS in England (there is only E10-20m of annual 



central government expenditure on personal social services). 

The figures for defence and EC contributions are the same in both cases. 

Education and the Home Office are shown as 'gainers' in both tables. The 

numbers for both plans and increases are very much larger in Table 5 because 

of the attribution of local authority expendilure; the rate ot growth over the 

Survey period and the increases over baseline are higher in Tahlp 1. 

Housing shows net reductions below baseline in both years in Table 5 while 

it shows a net gain in Table 1 in 1989-90. Other Environmental Services also 

shows a net reduction in 1988-89 in Table 5 while being a modest gainer in Table 

1. The difference arises because table 5 includes extra receipts which in Table 

1 are allocated to the lines for local authority capital and other public 

corporations. 

Table 1 shows modest increases for Transport (mainly tor the national roads 

programme). 	Table 5 shows an increase in 1988-89 - mainly attributable to an 

increased EFL for British Rail - but a net reduction in 1989-90 - attributable 

to a reduction in provision for local authority relevant spending. 

The Scottish Office shows a modest net gain in 1988-89 in Table 1 (because 

part of the CG formula consequentials have been used for 1.a. relevant) but 

very big increases in Table 5 which includes both 1.a. relevant and the increases 

for Scottish electricity. 

Distributing public corporations to departments has a dramatic impact 

on the Department of Energy figures j the plans became neyaLive in the later years 

butit shows a substantial gain over baseline in 1988-89. 	The effect on DTI 

is less marked. 

5. 	On either of the options under consideration, the Autumn Statement will include 

both the figures for central government and the figures for all spending authorities 

broken-down by department and we can draw on different totals for different programmes 

in briefing. 	The question is which should come first and therefore get the main 

attention. 	There are arguments pointing either way in terms of the figures but, 

on balance, we still prefer Table 1 to Table 5 because we feel it gives a better 

picture of the Survey decisions. 



• 
Colour for Autumn Statement Tables 

Last year we used some colour on the main expenditure table. This had the effect 

of drawing attention to the table since it was the only colour in the booklet and 

also allowed us to link different columns by using different shadings. 

This year we have a different arrangement of columns and I do not think the 

use of colour is needed to help the reader. 	Nor do I think we need colour to draw 

attention to this table. 	While it is important, it does not seem more important 

than for example the charts showing GGE as a percentage of GDP or the tables setting 

out the economic forecast. 

It would be helpful to know whether you agree with this or whether you would 

like to use colour this year. 

JOHN GIEVE 



PLANNING TOTAL 1139,400.0 1147,600.0 	8,250.0 11157,430.0 1167,150.0 1175,583.0 11 	0.0 1 	3,220.0 	
5,620.0 

GENERAL GOVERNMENT EXPEADITtRE 	 1165,100.0 1112,900.0 1 7,800.0 	1 

TABLE 1: PUBLIC EXPENDITURE 

Latest estimates of outturn 	1: 	New plans 
Change from 	1 

January 1987 White Paper111 	1 
fmillion 

1986-87 1 	1987-88 1 	CHANGE 	:1 	1988-89 	1989-90 	1990-91 11 	1987-88 1 	1988-89 	1989-90 1 

	

(=URN :ESTIMATED :1E86-87 T011 	PLANS 	PLANS 	PLANS 11 
OUTTURN 	1987-88 11 

CENTRAL GOVERNMENT 
Ministry of Defence 
FCC - Diplomatic wing 
FCC - Overseas Development Admlnistration 
European Communities 
Ministry of Agriculture, Fisheries and Food 
Department of Trade and Industry 
Export Credits Guarantee lepaitment 
Department of Energy 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - other environmental services 
Home Office 
Legal departments 
Department of Education  and  S:ience 
Office of Arts and Libraries 
DHSS - health End personal son:al services 
DHSS - social security 
Scottish Office 
Welsh Office 
Northern Ireland 
Chancellor's departments 
Other departments 

TOTAL CENTRAL GOVERNMENT 

LOCAL AUTHORITIES 
of which - 

Relevant expenditure 
Other current 
Capital 

PUBLIC CORPORATIONS 
of which - 

Nationalised industries 
Other public corporations 

Reserve 
Privatisation proceeds 
Adjustments 

	

18,160.0 	18,950.0 

	

630.0 	700.0 

	

1,270.0 	1,310.0 

	

1,090.0 	1,410.0 

	

1,670.0 	1,950.0 

	

1,14E0 	1,050.0 

	

260.0 	160.0 

	

910.0 	590.0 

	

3,760.0 	3,980.0 

	

1,260.0 	1,390.0 

	

1,310.0 	1,310.0 

	

360.0 	430.0 

	

910.0 	1,030.0 

	

610.0 	870.0 

	

2,460.0 	2,700.0 

	

340.0 	370.0 

	

15,150.0 	16,520.0 

	

41,000.0 	42,600.0 

	

3,310.0 	3,500.0 

	

1,450.0 	' 	1,560.0 

	

3,590.0 	3,800.0 

	

2,080.0 	2,310.0 

	

1,320.0 	1,440.0 

	

104,800.0 	109,900.0 

31,900.0 	40,900.0 

	

29,400.0 	32,100.0 

	

4,800.0 	5,100.0 

	

3,700.0 	3,700.0 

1,100.0 	1,600.0 

	

400.0 	1,000.0 

	

700.0 	700.0 

	

1 -4,400.0 	-5,000.0 
: 	0.0 	190.0 

	

780.0 11 	19,201.0 	19,949.0 	20,558.2 11 	0.0 	221 , 0 	435.0 

	

70.0 1: 	716.7 	735.8 	755.8 :1 	0.0 	-12.9 	-10.8 

	

40.0 11 	1,397.7 	1,469.8 	1,515.1 11 	0.0 	31.2 	61.6 

	

330.0 :1 	803.8 	1,594.0 	1,333.7 11 	0.0 	350.0 1 	520.0 

	

280.0 11 	2,067.0 	2,170.2 	2,316.3 11 	0.0 	-120.6 	-115.4 

	

-790.0 11 	1,249.8 	1,254.1 	1,195.5 11 	0.0 	280.0 	289.0 

	

-100.0 11 	162.0 	113.4 	132.8 II 	0.0 	51.4 	65.7 

	

-320.0 11 	510.1 1 	459.5  1 	432.1 11 	0.0 	39.8 1 	23.6 

	

220.0 11 	4,137.31 	4,194.21 	4,243.2 11 	0.01 	49.61 	8.0 

	

130.0 11 	1,453.9 1 	1,489.4 1 	1,533.7 11 	0.0 1 	30.5 1 	35.5 

	

50.0 11 	1,315.2 1 	1,375.8 1 	1,461.2 1: 	0,0 1 	-8.5 1 	40.0 

	

60.0 11 	442.6 1 	446.6 1 	448.3 11 	0.0 1 	25.8 	19.3 

	

130.0 11 	1,120.3 1 	1,196.2 1 	1,212.1 11 	0.0 1 	80.9 	110.2 

	

200.0 [1 	964.21 	1,032.11 	1,095.7 11 	0.01 	23.7 	30.0 

	

240.0 11 	2,950.31 	1,101.51 	3,160.4 11 	0.01 	229.5 	293.7 

	

30.0 :1 	403.8 1 	423.8 1 	439.7 1: 	0.0 1 	35.6 1 	46.5 

	

1,360.0 :1 	17,621.6 	18,458.6 	19,320.1 11 	001 	700.01 	800.0 

	

1,600.0 11 	44,782.7 	46,873.2 	49,477.8 11 	0.0 1 	908.7 1 	1,313.1 

	

190.0 11 	3,603.0 1 	3,784.0 1 	3,907.1 11 	0.0 1 	60.9 1 	118.2 

	

100.0 :1 	1,669.7 1 	1,714.0 1 	1,768.9 :1 	0.0 1 	91.3 1 	07.6 

	

200.0 1: 	3,999.9 1 	4,166.0 1 	4,309.3 11 	0.0 1 	66.9 1 	91.2 

	

230.0 11 	2,444.2 I 	2,560.2 1 	2,613.3 1: 	0.0 1 	133.5 1 	141.8 

	

120.0 11 	1,636.7 1 	1,921.0 1 	1,7 1 0.9 11 	0.0 1 	8.3 1 	215.6 

	

5,100.0 11114,653.5 	120,483.1 	125,026.2 	11 	0.0 1 	3,216.6 1 	4,632.4 

	

11 I 	1 	
ti 

	

3,000.0 	11 42,390.3 	43,696.0 	44,659.7 H 	0.0 	1,251.8 	1,341.9 

11 

	

2,700.0 	11 33,251.0 	34,334.0 	35,362.0 11 

	

300.0 1: 	5,073.4  1 	5,384.7 I 	5,540.3 11 

	

0.0 11 	4,065.9 1 	3,977.3 1 	3,957.4 1' 
11. 

	

500.0 11 	1,387.7 1 	972.2 1 	697.6 11 	0.0 	185.8 	88,7 

	

600.0 11 	687.1 1 	-32.0 1 	-388.2 11 

	

-100.0 	11 	700.6 1 	1,004.2 1 	1,083.8 	11 

	

II 	 I 11 
11 4,000.0 1 7,000.0 110,100.011 

-600.0 11 -5,000.0 1 -5,000.0 1 -5,600.0 11 
190.0 11 0.0 , 0.0 , 0.0 11 

0.0 1 	1,045.0 1 	1,282.6 
0,0 I 	142.2 1 	205.8 
0.0 1 	64.6 1 	-149.5 

	

0.0 1 	344.5 1 	23.9 

	

0.0 1 	-158.7 1 	64.8 

	

0.0 1 -1,500.0 1 	-500.0 

	

0.0 1 	0.0 1 	0.0 



TABLE 2: LOCAL  AUTHORITI 	Sfe\l‘NI14(1 

Minist-y of Agriculture, Fisheries ard Food 
Department cf Trade and Industry 
Department :f Employment 
Department :f Transport 
DOE - Housirg 
DOE - Other environmental service: 
Home Office 
Department of Education and Science 
Office of Arts and Libraries • 
DHSS - Health and personal social services 
DHSS - Social security 
Scottish Office 
Welsh Office 
Northern Ireland 

TOTAL 

Changes from 

Latest estimates of outturn New plans January 	1987 White Paper 

tmillion 

1986-87 	1 	1987-88 	CHANGE 1988-89 1989-90 1990-91 	:; 1987-88 1988-89 1989-90 

OUTTURN 	;ESTIMATED 	:1986-87 	TO:: PLANS PLANS PLANS 

' 	OUTTURN 	' 	1987-88 

1 

190.0 	170.0 	-20.0 	;; 197.2 205.2 210.7 	;; 0.0 12.0 	: 15.5 

80.0 	90.0 	10.0 	:: 89.9 93.3 95.6 	:: 0.0 4.9 	: 6.0 

120.0 	130.0 	10.0 	:: 129.6 136.0 139.7 	:: 0.0 6.6 	: 10.3 

2,480.0 	2,440.0 	50.0 	:: 2,644.3 2,712.6 2,787.2 	:: 0.0 -60.0 	; -52.0 

1,270.0 	1,140.0 	-130.0 	:: 1,686.0 1,538.6 1,460.8 	:: 0.0 55.0 	: -152.0 

3,420.0 	3,660.0 	240.0 	:; 3,372.1 3,476.2 3,569.8 	:1 0.0 15,1 	; 43.1 

4,250.0 	4,760.0 	510.0 	1: 4,933.9 5,110.7 5,264.8 	:; 0.0 276.2 	: 330.6 

13,230.0 	14,470.0 	1,230.0 	:: 15,044.3 15,564.7 16,021,9 	:; 0.0 428.5 	1 545.9 

480.0 	520.0 	40.0 	:: 496.7 514.1 529.5 	:: 0.0 13.0 	: 18.0 

2,740.0 	3,030.0 	290.0 	:: 3,127.6 3,225.7 3,321.8 	;: 0.0 110.0 	: 133.0 

3,470.0 	3,790.0 	320.0 	:: 3,719.9 3,981.4 4,101.4 	:: 0.0 141.9 	; 202.7 

3,940.0 	4,330.0 	380.0 	1: 4,524.6 4,627.8 4,770.9 	;; 0.0 185.1 	1 162.7 

1,540.0 	1,700.0 	160.0 	:: 1,687.6 1,738.1 1,792.6 	;: 0.0 53.4 	: 65.7 

720.0 	700,0 	-20.0 	:1 736.6 771.6 793.1 	:: 0.0 10.1 	: 12.2 
II I 
 I I 

, 	37,900.0 	40,900.0 	3,000.0 	:: 42,390.3 43,696.0 , 	44,859.8 	:: 0.0 1,251.8 	: 1,341.7 

POIMW,M 



TABLE 3: PUBLIC CORPORATIONS* 

Changes from 

Latest estimates of 	outturn New plans January 	1987 White Paper 

Emillion 

1986-87 	: 	1987-88 	: 	CHANGE 	:1 1988-89 : 1989-90 1990-91 1987-88 	1 	1988-89 	: 	1989-90 

OUTTURN 	:ESTIMATED 	;1986-87 	TO:: PLANS I  PLANS PLANS 

OUTTURN 	1987-88 

:I 
I: 

I: 
il 

II 
:: 

: 	I 
I: 

Ministry of Defence -10.0 	0.0 	10.0 	:: 0.0 0.0 0.0 :: 0.0 	0.0 	0,0 

Overseas Deve:opment Administration 20.0 	10.0 	-10.0 	:; 32.2 33.0 33.8 :: 0.0 	0.0 	0,0 

Ministry of 	Airiculture, 	Fisheries and Food 10.0 	20.0 	10.0 	:: 19.7 17.5 18.0 :: 0.0 	0.0 	0.0 

Department of Trade anc 	Incustry 170.0 	-20.0 	-200.0 	I: -111.6 -161.7 -157.7 :: 0.0 	-26.7 	-75.3 

Department of Energy -1,100.0 	-120.0 	980.0 	:: -389.3 -644.2 -846.9 : ■ 0.0 	124.3 	1 	24,2 

Department of Employment 0.0 	0.0 	0.0 	:: 0.6 0.6 0.6 :1 0.0 	0.0 	0.0 

Department of Transport 970.0 	970.0 	10.0 	1: 1,046.1 909.6 891.2 :1 0.0 	89.4 	-10.7 

DOE - Housing 20.0 	10.0 	-10.0 	:; 17.0 88.6 120.6 ;: 0.0 	-60.5 	8.0 

DOE - Other environmental services 130.0 	-80.0 	-210.0 	1: -0.5 79.2 86.9 :: 0.0 	1 	-102.4 	27.5 

DHSS - Health and personal socia. services 30.0 	10.0 	-20.0 	:: -71.9 0.0 0.0 1: 0.0 	0.0 	0.0 

Scottish Office 480.0 	1 	380.0 	-100.0 	:: 383.4 196.6 84.3 :1 0.0 	156.7 	106.6 

Welsh Office 	 ' 60.0 	80.0 	10.0 	:: 84.7 91.7 94.1 :: 0.0 	-0.7 	1.5 

Northern I-elenc 330.0 	390.0 	60.0 	:; 384.0 368.0 378,4 :: 0.0 	5.7 	6.9 

Chancellor's cecartments -10.0 	-10.0 	0.0 	:: 
11 
I: 

-6.7 -6.7 

I 

-5.7 :: 
I 	I 
1 , 

0.0 	0.0 	0.0 

TOTAL 1,100.0 	1,600.0 	500.0 	:1 1,387.7 1 972.2 697.6 :: 0.0 	i 	185.8 	88.7 

*For nationalised industries and most public corporations the planning total includes their external finance. For nationalised industries' 
external financing limits for 1988-85, see table 	. 

• 



TABLE 	4: 
DEPARTMENTAL EXPENDITURE 

(including 	local 	authority 	spending 

ard public corporations) Changes from 

Latest 	estimates of 	outturn New plans January 	1987 White Paper 

imillion 

1986-87 	: 	1987-83 	: 	CHANGE 	1988-89 1989-90 1990-91 1987-88 	1988-89 	1989-90 

OUTTURN 	;ESTIMATED 	11986-87 	TO:: 	PLANS PLANS PLANS 

OUTTURN 	: 	1987-88 

! 
Ministry 	of 	Defence , 	18,150.0 	18,950.0 	800.0 	:: 	19,201.0 19,949.0 20,556.2 :: 0.0 	1 	221.0 	485.0 v 

FCO - Diplomatic wing 630.0 	700.0 .1 	70.0 	:: 	716.7 735.8 755.8 :: 0.0 	-12.9 	-10.8 

FCO - 	Overseas Developmert 	Administ-atlon 1,290.0 	1,330.0 	40.0 	1: 	1,430.0 1,502.7 1,548.9 :: 0.0 	31.2 	61.6 

European Communities 1,090.0 	1,410.0 	310.0 	:: 	803.8 1,594.0 1,333.7 :: 0.0 	350.0 	520.0 

Ministry 	of 	Agriculture, 	Fishe-ies and Food 1,860.0 	2,130.0 	270.0 	:1 	2,283.9 2,392.9 1 	2,545.0 :; 0.0 	-108.6 	-99.9 
Department of Trade and Industry 2,100.0 	1,110.0 	-980.0 	:: 	1,228.1 1,185.7 1,133.4 :; 0.0 	258.2 	219.7 

Export Credits 	Guarantee Department 260.0 	160.0 	-100.0 	:: 	162.0 113.4 132.8 :: 0.0 	51.4 	66.7 

Department of Energy -190.0 	470.0 	660.0 	:; 	120.8 -184.7 -414.8 :: 0.0 	164.1 	52.8 

Department of Employment 3,880.0 	4,100.0 	230.0 	:; 	4,267.5 4,330.7 4,383.5 :: 0.0 	56.2 	18.3 

Department of Transport 4,710.0 	4,800.0 	90.0 	11 	5,144.2 5,111.6 5,209.0 :: 0.0 	59.9 	-27.2 

DOE - housing 2,600.0 	2,520.0 	-80.0 	:: 	3,018.2 3,003.0 3,042.5 :: 0.0 	-14.0 	-104.0 

DOE - other en4ironmenta1 services 3,920.0 	4,010.0 	90.0 	:: 	3,814.2 4,002.0 4,105.0 :: 0.0 	-61.5 	89.9 

Home Office 5,160.0 	5,790.0 	630.0 	:: 	6,054.2 6,306.9 6,477.0 :: 0.0 	357.1 	440.8 

Legal departments 	 ' 670.0 	870.0 	200.0 	:: 	964.2 1,032.8 1,095.6 :: 0.0 	1 	23.7 	30.0 

Department o 4  Educaticn ard Science 15,690.0 	17,170.0 	1,480.0 	:: 	17,994.6 18,666.3 19,182.2 :: 0.0 	658.0 	1 	839.6 

Office of Arts and Libraries 820.0 	890.0 	80.0 	:: 	900.5 937.9 969.2 :1 0.0 	48.6 	64.5 

DHSS - health end personal 	so:ial 	services 17,920.0 	19,560.0 	1,640.0 	:: 	20,677.3 21,684.3 22,641.9 :: 0.0 	810.0 	933.0 

DHSS 	- 	social 	security 44,400.0 	46,300.0 	1 	1,900.0 	:: 	48,502.6 50,854.6 53,579.2 :: 0.0 	1,050.6 	1,535.8 

Scotland 7,740.0 	8,210.0 	480.0 	:: 	8,511.0 8,608.4 8,762.3 :1 0.0 	402.7 	387.5 

Wales 3,060.0 	3,330.0 	280.0 	:1 	3,442.0 3,543.8 3,655.6 :: 0.0 	144.0 	150.8 

Northern :reland 4,640.0 	4,890.0 	250.0 	:: 	5,120.5 1 	5,305.6 5,480.8 :: 0.0 	82.7 	111.3 IL- 
Chancellor's deDartments 2,070.0 	2,300.0 	230.0 	:: 	2,438.5 2,553.5 2,637.6 :: 0.0 	134.6 	141.9  x 
Other departments 1,320.0 	1,440.0 	120.0 	:: 	1,636.7 1,921.0 , 	1,770.9 :: 0.0 	8.3 	215.6 

TOTAL ;143,800.0 	;152,500.0 	8,700.0 	:1158,430.0 1165,150.0 :170,580.0 1 0.0 	4,720.0 	6,120.0 



TABLES:. PUBLIC EXPENDITURE 

Latest estimates of outturn 

1986-87 	: 	1987-88 	; 	CHANGE 	1988-89 
OUTTURN 	:ESTIMATED 	:1986-87 	TO:: 	PLANS 

New plans 

1989-90 
PLANS 

1990-91 
PLANS 

Changes from 
January 	1987 White Paper 

£million 

1987-88 	1988-89 	1989-90 

OUTTURN 1987-88 11 

Ministry of 	Defence 18,150.0 18,950.0 800.0 :; 	19,201.0 19,949.0 20,556.2 	:: 0.0 221.0 485.0 
FCO - Diplomatic wing 630.0 700.0 70.0 :: 	716.7 735.8 755.8 	:: 0.0 -12.9 -10.8 
FCO - Overseas Cevelopment Adminis:ration 1,290.0 1,330.0 40.0 :; 	1,430.0 1,502.7 1,548.9 	:: 0.0 31.2 61.6 
European Communities 1,090.0 1,410.0 310.0 :: 	803.8 1,594.3 1,333.7 	:: 0.0 350.3 520.0 
Ministry of Agriculture, 	Fisheries and Food 1,860.0 2,130.0 270.0 :: 	2,283.9 2,392.9 2,545.0 	:: 0.0 -178.6 -99.9 
Department of Trade and Indus:rY 2,100.0 1,110.0 -980.0 :: 	1,228.1 1,185.7 1,133.4 	:: 0.0 258.2 219.7 
Export Credits OJa^antee Department 260.0 160.0 -100.0 :: 	162.0 113.4 132.8 	:: 0.0 51.4 66.7 
Department of Enerp -190.0 470,0 660.0 :: 	120.8 -184.7 -414.8 	:: 0.0 164.1 1 52.8 
Department of Employment 3,880.0 4,100.0 230.0 1: 	4,267.5 4,330,7 4,383.5 	:: 0.0 56.2 18.3 
Department of Transport 4,710.0 4,800.0 90.0 ;; 	5,144.2 5,111.6 5,209.0 	I: 0.0 59.9 -27.2 
DOE - Housing 2,600.0 2,520.0 -80.0 :: 	3,018.2 3,003.0 3,042.5 	:: 0.0 -14.0 -104.0 
DOE - other environmental services 3,920.0 4,010.0 90.0 :: 	3,814.2 4,002.0 4,105.0 	:: 0.0 -61.5 1 89.9 
Home Office 5,160.0 5,790.0 630.0 :: 	6,054.2 6,306.9 6,477.0 	:: 0.0 357.1 440.8 

• Legal departments 670.0 870.0 200.0 :: 	964.2 1,032.8 1,095.6 	:: 0.0 23.7 30.0 
Department of Education and Science 15,690.0 17,170.0 1,480.0 :; 	17,994.6 18,666.3 19,182.2 	:: 0.0 658.0 839.6 
Office of Arts and Libraries 820.0 890.0 80.0 :: 	900.5 937.9 969.2 	:: 0.0 48.6 64.5 
DHSS  -  health and personal soc:al 	services 17,920.0 19,560.0 1 1,640.0 :: 	20,677.3 21,684.3 22,641.9 	:: 0.3 810.0 933.0 
DHSS  -  social security 44,400.0 46,300.0 1,900.0 :1 	48,502.6 50,854.6 53,579.2 	:; 0.0 	1 1,050.6 1,535.8 
Scotland 7,740.0 8,210.0 480.0 :: 	8,511.0 8,608.4 8,762.3 	:: 0.0 	1 402.7 387.5 
Wales 3,060.0 1 	3,330.0 280.0 :: 	3,442.0 3,543.8 3,655.6 	:: 0.0 144.0 150.8 
Northern Ireland 4,640.0 4,890.0 250.0 :: 	5,120.5 5,305.6 5,480.8 	:: 0.0 82.7 111.3 
Chancellor's departtents 2,070.0 2,300.0 1 230.0 :: 	2,438.5 2,553.5 2,637.6 	:: 0.0 134.6 141.9 
Other departments 1,320.0 1,440.0 120.0 ;: 	1,636.7 1,921.0 1,770.9 	:: 0.0 8.3 215.6 

II ,, I 1, 
TOTAL DEPARTMENTA_ EXPENDITURE 1143,800.0 152,500.0 8,700.0 1:158,432.5 165,151.2 170,583.3 	:: 0.0 4,715.3 6,122.9 

I, II 
Reserve :: 	4,000.0 7,000.0 10,000.0 	:1 0.0 	1 -1,500,0 -500.0 

ill Privatisation proceeds 
Adjustments 

-4,400.0 
0.0 

-5,000.0 
190.0 

-600.0 
190.0 

:: 	-5,000.0 
:: 	0.0 

-5,000.0 
, 	0.0 

, 	-5,000.0 	:: 
: 	0.0 	:: 

0.0 
0.0 	, 

0.0 
0.0 

0.0 
0.0 

PLANNING TOTAL ;139,400.0 ;147,600.0 8,250.0 ;;157,430.0 :167,150.0 :175,580.0 	H 0.0 3,220.0 : 5,620.0 



TABLE 	CENTRAL GOVERNMENT 

CENTRAL GOVERNMENT 

Latest 	estimates of 	outturn 	H 

1986-87 	1987-88 	: 	CHANGE 	:: 	1988-89 

OUTTURN 	:ESTIMATED 	:1986-87 	TO:: 	PLANS 

I 	OUTTURN 	' 	1987-88 

New plans 

1989-93 

PLANS 

1990-91 

PLANS 

:: 

Change from 
January 	1987 White Paper(1) 

Emillion 

1987-88 	1988-89 	1989-90 

Ministry of 	Defence 18,160.0 18,950.0 780.0 :: 	19,201.0 19,949.0 20,556.2 :: 0.0 221.0 485.0 

FCO - 	Diplomatic wing 630.0 700.0 70.0 :: 	716.7 735.8 755.8 :: 0.0 -12.9 -10.8 

FCO - Overseas Davelopmen: 	Administration 1,270.0 1,310.0 40.0 :: 	1,397.7 1,469.8 1,515.1 :: 0.0 31.2 61.6 

European Communi:ies 1,090.0 1,410.0 330.0 :: 	803.8 1,594.0 1,333.7 :: 0.0 350.0 520.0 

Ministry of 	Agri:ulture, 	Fisheries and Fpod 1,670.0 1,950.0 280.0 :: 	2,067.0 2,170.2 2,316.3 :: 0.3 -120.6 -115.4 

Department 	of 	Trace and 	Industry 	, 1,840,0 1,050.0 -790.0 :: 	1,249.8 1,254.1 1,195.5 :: 0.0 280.0 289.0 

Export Credits Guarantee Department 260.0 160.0 -100.0 :: 	162.0 113.4 132.8 :: 0.0 51.4 66.7 

Department of Energy 910.0 590.0 -320.0 :: 	510.1 459.5 432.1 :: 00 39.8 28.6 

Department of Employment 3,760.0 3,980.0 220.0 1: 	4,137.3 4,194.2 4,243.2 :: 0.0 49.6 8.0 

Department of Transport 1,260.0 1,390.0 130.0 :: 	1,453.9 1,489.4 1,530.7 :; 0.0 30.5 35.5 

DOE - Housing 1,310.0 1,370.0 50.0 :: 	1,315.2 1,375.8 1,461.2 :: 0.0 -8.5 40.0 

DOE - other environmental 	services 360.0 430.0 60.0 :1 	442.6 446.6 448.3 :: 0.0 25.8 19.3 

Home Office 910.0 1,030.0 130.0 :: 	1,120.3 1,196.2 1,212.1 :: 0.0 80.9 110.2 

Legal department: 670.0 870.0 200.0 :: 	964.2 1,032.8 1,095.7 :: 0.0 23.7 30.0 

Department of EdLcetion and Science 2,460.0 2,700.0 240.0 :: 	2,950.3 3,101.5 3,160.4 :; 0.0 229.5 293.7 

Office of Arts ard Libraries 340.0 370.0 30.0 :: 	403.8 423.8 439.7 :: 0.0 35.6 46.5 

DHSS - health anc personal social 	services 15,150.0 16,520.0 1,360.0 :: 	17,621.6 18,458.6 19,320.1 :: 0.0 700.0 800.0 

DHSS - social security 	 • 41,000.0 42,600.0 1,600.0 :: 	44,782.7 46,873.2 49,477.8 :: 0.1 908.7 1,333.1 

Scottish Office 3,310.0 3,500.0 190.0 :: 	3,603.0 3,784.0 3,907.1 :: 0.0 60.9 118.2 

Welsh Office 1,450.0 1,560.0 100.0 :; 	1,669.7 1,714.0 1,768.9 :: 0.0 91.3 83.6 

Northern Ireland 3,590.0 3,800.0 200.0 :: 	3,999.9 4,166.0 4,309.3 :: 0.0 66.9 	1 92.2 

Chancellor's depa - tments 2,080.0 2,310.0 230.0 :1 	2,444.2 2,560.2 2,643.3 :1 0.0 133.5 141.8 

Other departments , 	1,320.0 , 	1,440.0 120.0 :: 	1,636.7 1,921.0 1,770.9 11 0.0 8.3 215.6 

TOTAL CENTRAL OVERNMENT :104,800.0 :109,900,0 	, 5,100.0 ::114,650.0 :120,480.3 1125,030.0 0,3 3,280.0 4,690.0 



TABLE7: LOCAL AUTHORIT 
	

5 1 1-“-N 

Changes from 

1 Latest 	estimates of 	outturn New plans January 	1987 White Paper 

Emillion 

1986-87 	: 	1987-88 	: 	CHANGE 1988-89 1989-90 1990-91 1987-88 	1 	1988-89 	1989-90 

OUTTURN 	:ESTIMATED 	:1986-87 	TO:: PLANS PLANS PLANS 

OUTTURN 	1987-88 

Ministry of 	Agricul:u - e, 	Fisheries ana Food 190.0 	1 	170.0 	-20.0 	:: 197.2 205.2 210.7 :: 0.0 	12.0 	15.5 

Department of Trade aid Industry 80.0 	90.0 	10.0 	:: 89.9 93.3 95.6 :: 0.0 	4.9 	6.0 

Department of Emplo , tent 120.0 	130.0 	10.0 	:: 129.6 136.0 139.7 :: 0.0 	6.6 	10.3 

Department of Transport 2,480,0 	2,440.0 	50.0 	:; 2,644.3 2,712.6 2,787.2 :: 0.0 	-60.0 	'-52.0 

DOE - Housing 1,270.0 	1 	1,140.0 	-130.0 	11 1,686.0 1,538.6 1,460.8 :: 0.0 	55.0 	-152.0 

DOE - Other environmental services 3,420.0 	3,660.0 	240.0 	:: 3,372.1 3,476.2 3,569.8 :: 0.0 	15.1 	43.1 

Hose Office 4,250.0 	4,760.0 	510.0 	:: 4,933.9 5,110.7 5,264.8 :: 0.0 	276.2 	330.6 

Department of Education and Science 13,230.0 	14,470.0 	1,230.0 	:: 15,044.3 15,564.7 16,021.9 :: 0.3 	428.5 	545.9 

Office of Arts and Litraries 1 480.0 	520.0 	40.0 	:: 496.7 514.1 	1 529.5 :: 0.0 	13.0 	18.0 

DHSS - Health and personal social serv:ces 1 2,740.0 	3,030.0 	1 	290.0 	:: 3,127.6 3,225.7 3,321.8 :: 0.0 	110.0 	133.0 

DHSS - Social security 3,470.0 	3,790.0 	320.0 	:: 3,719.9 3,981.4 4,101.4 :: 0.0 	141.9 	202.7 

Scottish Office 3,940.0 	4,330.0 	380.0 	:: 4,524.6 4,627.8 4,770.9 :: 0.0 	185.1 	162.7 

Welsh Office 1 1,540.0 	1,700.0 	160.0 	:: 1,687.6 1,738.1 1,792.6 :: 0.0 	53.4 	65.7 

Northern Ireland 720.0 	700.0 	-20.0 	:: 736.6 771.6 793.1 :1 0.0 	10.1 	12.2 

TOTAL 

of 	which:- 

37,900.0 	40,900.0 	3,000.0 	1: 42,390.3 43,696.0 44,859.8 :: 0.0 	1,251.8 	1,341.7 

Relevant expenditure 29,400.0 	32,100.0 	2,700.0 33,251.0 34,334.0 35,362.0 1 0.0 	1 	1,045.0 	1,282,6 

Other current 4,800.0 	5,100.0 	300.0 5,073.4 5,384.7 5,540.3 :1 0.0 	142.2 	208.8 

Capital , 3,700.0 	3,700.0 	, 	0.0 4,065.9 3,977.3 3,957.4 H 0.0 	64.6 	-149.5 

• 



TABLE a PUBLIC CORPORATIONS* 

Changes from 
Latest 	estimates of 	outturn New plars Jaruary 	1987 White Paper 

imillion 

1986-87 	: 	1987-88 	: 	CHANGE 1988-89 1989-90 1990-91 1987-88 1988-89 1989-90 

OUTTURN 	:ESTIMATED 	;1986-87 TO:: PLANS PLANS 	I PLANS 

OUTTURN 	1987-88 

Ministry of Defence -10.0 	0.0 	10.0 	H 0.0 0.0 0.0 	H 0.0 0.0 0.0 

Overseas Development Administration 	. 20.0 	10.0 	-10.0 	H 32.2 33.3 33.8 	: ■ C.3 0.0 0.0 

Ministry of Agriculture, 	Fisheries and Food 10.0 	20.0 	10.0 	H 19 . 7  17.5 18.0 C.3 0.0 0.0 

Department of Trade and Industry 170.0 	-20.0 	-200.0 	H -111.6 -161.7 -157.7 	1: 0.3 -26.7 -75.3 

Department of Energy -1,130.0 	-120.0 	980.0 	H -389.3 -644.2 -846.9 0.0 124.3 24.2 

Department of Employment 0.0 	0.0 	0.0 	H 0.6 0.6 0.6 0.0 0.0 0.0 

Department of Tranoort 970.0 	970.0 	10.0 	H 1 , 046 . 1  909.6 891.2 0.0 89.4 -10.7 

DOE - Housing 20.0 	10.0 	-10.0 	11 17.0 88.6 120.6 0.0 -60.5 8.0 

DOE - Other ervironmental serv:ces 130.0 	-80.0 	-210.0 	H -0.5 79.2 86.9 0.0 -102.4 27.5 

DHSS - Health and personal social se-viceB 30.0 	10.0 	-20.0 	1; -71.9 0.0 0.0 0.0 0.0 0.0 

Scottish Office 480.0 	380.0 	-100.0 	H 383.4 196.6 84.3 0.0 156.7 106.6 

Welsh Office 60.0 	80,0 	10.0 	H 84.7 91.7 94.1 0.0 -0.7 1.5 

Northern Ireland 330,0 	390.0 	60.0 	H 384.0 368.0 378.4 0.0 5.7 6.9 

Chancellor's departments -10.0 	-10.0 	0.0 	H -6.7 -6.7 -5.7 	I: 0.0 0.0 0.0 

TOTAL 1,100.0 	1,600.0 	500.0 	H 1,387.7 972.2 697.6 	H 0.0 185.8 88.7 

of 	which:- I. 	
11 i • 

Nationalised industries 400.0 	1,000,0 	1 	600.0 	:: 687.1 -32.0 -386.2 	:: 0,0 	: 344.5 23.9 

Other public corporations 700.0 	i 	700.0 	-100.0 	:: 700.6 1,004.2 1,083.8 	:: 0.0 	: -158.7 64.8 

*For nationalised industries and most public corporations the planning total includes their external finance. For nationalised industries' 
external financirg limits for 1988-E9, see table 	. 
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CONFIDENTIAL 

CHANCELLOR 

CHAPTER ONE OF THE AUTUMN STATEMENT 

FROM: A G TYRIE 

DATE: 21 OCTOBER 1987 

cc 	Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
Sir T Burns 
Mr F E R Butler 
Sir P Middleton 
Mr J Anson 
Mr F Cassell 
Mr Cropper 
Mr Call 

A tew minor suggestions: 

Summary. 	Paragraph 1.5 UK Trade and Current Account. 

Would it be worth adding a line on the margin of error in current 

account forecasts and, possibly, the small size of deficits 

in relation to the overall flows? 

World Economy. 	Paragraph 1.8. 	Rather than (line 2) 

'large changes in exchange rates', a substantial readjustment  

in exchange rates might be preferable. 

Paragraph 1.20. 	Exchange rates. 	I suggest (line 4) 

'sterling has reflected and contributed to this general stability 

Paragraph 1.50. 	Unemployment. 	I suggest taking out 

the word 'substantial' (line 9), which could become a hostage 

to fortune. 

A G TYRIE 



COVERING CONFIDENTIAL 

• 
FROM: MRS T C BURNHAMS 
DATE: 21 OCTOBER 1987 

MR SEDGWICK 
MR TURNBULL 
MISS PEARSON 
MISS O'MARA 
MR SCOTTER 
MR DYER 
MR FLITTON 
MR FRAY 
MISS TITMTTSS 
MISS CRANG 

cc Mr Scholar 
Mr A C S Allan 
Miss Rutter 
Mr R I G Allen 
Mr Saunders 
Mr Rawlings 
Mr S J Davies 
Mr McIntyre 
Mr Gieve 
Miss Walker 
Miss Rvans 
Mr P Allum 
Mrs Ryding 
Mr D Savage 
Mr Tyrie (for backbenchers' brief) 

AUTUMN STATEMENT 

I attach a detailed aide memoire covering the arrangements for this year's Autumn 

Statement. I would be grateful for any comments as soon as possible. There are few entries 

for EB and Miss O'Mara may wish to suggest some additions. 

There was some criticism last year of the distribution arrangements set out in the 

Aide Memoire and to meet this I have attempted to simplify the layout. All detailed 

information about distribution is to be found in the Annexes together with release times. 

The Aide Memoire includes arrangements for a Treasury press notice but I would be 

grateful for confirmation from IDT and GE as to whether this will be necessary and if so 

what it might say. 

The last few days leading up to the release of the Autumn Statement is a particularly 

busy one for Office Services and Rod Rawlings would therefore welcome any early 

indication, from all who have need of their services, as to what exact requirements for 

copying, security, messengers etc will be so that the necessary arrangements can be put in 

hand. 

The total numbers of the various documents produced are largely based on previous 

experience but if exact requirements have changed please let me know at once. 

MRS T C BURNHAMS 



KEY TO DRAFT AIDE MEMOIRE 

	

(a) 	INDIVIDUALS 

	

BD 	Brian Dyer 	 Parliamentary Section 

	

NF 	Nigel Fray 	 CII/EX's Office 

	

JF 	John Flitton 	 IDT 

	

LH 	Lowrie Hoosan 	 EB 

	

AA 	Alex Allan 	 CH/EX's Office 

MO'M 	Margaret O'Mara 	 El3 

	

JG 	John Gieve 	 GE 

	

SW 	Sarah Walker 	 GE 

	

RR 	Rod Rawlings 	 EOG 

	

TB 	Teresa Burnhams 	 FP 

	

CR 	Cathy Ryding 	 CH/EX's Office 

	

MH 	Meena Henson 	 EB 

	

DS 	David Savage 	 IF 

	

AT 	Andrew Tyrie 	 Special Adviser 

	

BC 	Beryl Crang 	 Committee Section 

	

(b) 	DIVISIONS ETC 

CRU 	Central Reproduction Unit 

	

FP 	Fiscal Policy 

	

EA 	Domestic Economy Forecasting and Analysis Division 

	

GE 	General Expenditure 

	

IDT 	Information Division 

	

CS 	Committee Section 

	

EB 	Economic Briefing 

IF 	International Finance 

	

ETS 	Economic Taxation and Social Security 

	

ST 	Social Services and Territorial 

	

OS 	Oral Statement 

	

AS 	Autumn Statment 

HMTPN Treasury Press Notice 

OGDPN Other Government Department Press Notice 
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CONFIDENTIAL 

AIDE MEMOIRE 

Thursday 22 October  

GE submit Chancellor's speaking note and Chief Secretary's paper for 
29 October Cabinet. 	 GE/FP 

Cabinet told likely date of Autumn Statement. 

pm.  Departments warned in confidence that Chancellor is planning to make 
oral statement on 3 November and press notices will be required by the 
2nd; PFOs should tell HMT if they intend to issue one or more PN and clear 
text with HMT and provide 100 copies to HMT the day before issue. GE to 
provide draft confidential  PS letter confirming deadline for PNs to reach 
IIMT and requesting a contact name. Special letter should be drafted for 
DOE to remind them they have been tardy in past and importance of 
adherence to timetable. 	 SW 

GE submit draft Chapter 2 of AS to Chancellor. 	 JG 

EB commission briefing on the economy for 29 October Cabinet. 
GE commission briefing on public expenditure for 29 October Cabinet. 	 EB/GE 

Chancellor comments on Chapters 3 & 4 of AS by 2pm. 	 AA 

FP send Chapters 3 and 4 of Autumn Statement to printers by 4pm. 	 FP 

Chancellor comments on OS. 	 AA/FP 

Friday 23 October  

PS/Chancellor writes to departments with timetable for press notices. 	 AA 

Parliamentary Section put on notice the Treasury spokesman in the House 
of Lords. 	 BD 

FP submit revised OS to Chancellor (if necessary). 	 FP 

Monday 26 October  

GE finalise briefing for 1st Order Questions. 	 GE 

GE submit revised Cabinet paper to Treasury Ministers. 	 GE 

Printers send 1st proof of Chapters 3 & 4 to FP by 6pm. 	 FP 

EA send Chapter 1 to FP who send to printers by lpm. 	 EA/FP 

Tuesday 27 October  

Final version of arranged PQ to Chancellor. 	 GE 

Briefing and speaking note for Cabinet submitted to Treasury Ministers. 	 FP/EB/GE 

GE sends first draft of Chapter 2 to FP for delivery to printers by 6pm. 	 GE/FP 



Welesday 28 October  

(19) Chapters 3 & 4 revised and returned to FP who return them to printers by 
midday. ST/ETS/FP 

Printers return Chapters 1 & 2 to FP by 6pm. FP submit to Chancellor. 	 FP 

Conservative Backbenchers' brief drafted. To be decided if brief should be 
included in AS package for Cabinet Ministers. 	 AT 

Thursday 29 October  

pl_n• Treasury 1st Order Questions. 

Chapters 1 & 2 revised and returned to FP who send them to printers by 
4pm. 	 EA/GE/FP 

Friday 30 October  

Printers send book proofs (all chapters) to HMT by 6pm. 	 FP 

Chancellor's Office send OS to PM if necessary. 	 AA 

EB submit draft AS briefing to Chancellor. 	 GE/EB 

Chancellor confirms which Radio/TV interviews he and other Treasury 
Ministers will undertake. 	 AA/IDT 

FP inform IDT of the number of OGDPNs. 	 TB 

Letter sent to Deliverer of the Vote, Clerk of Printed Papers and 
Librarians in Commons and Lords establishing arrangements for release of 
AS to MPs and Lords at end of OS. 	 BD 

HMTPN prepared by GE and delivered to CRU for copying. 	 GE/CRU 

Conservative Backbenchers' brief submitted to Chancellor. 	 AT 

IDT issue operational note to the press and media announcing AS 
publication day and finalise arrangements for issuing OS. 	 IDT 

IF write to Embassies and High Commissions confirming copies of AS 
material will be available for collection on AS day after OS. 	 DS 

Chancellor's Office contact C&E, IR, Bank of England, NEDO, CBI, 
Conservative Research Department, Nationalised Industries Chairmen's 
Group, about arrangements for delivery/collection of AS packages. Check 
with FCO despatch arrangements for overseas copies. 	 NF 

Chancellor's Office arrange preparation of addressed envelopes/labels for 
those on Annex B. 	 NF 



• 
Saturday 31 October  

am. Book proofs checked by authors and returned to printers by midday. 	 FP/GE/EA/ 
ST/ETS 

Monday 2 November  

8am. AS read at press. 	 EA/GE/FP 

OS finalised and sent to CRU for copying. 	 AA/CRU 

Copies of ■CtDPNs to Chancellor's Office (FP to chase if not received from 
Departments). 	 FP/NF 

Chancellor returns Conservative Backbenchers' brief and Office Services 
check with AT when it will be ready for copying and numbers required. 	 RR/AT 

Tuesday 3 November 	Autumn Statement Day  

8am. EB distribute copies of AS brief to No 10, Treasury Ministers, 
Lord Young, PCC and other specified Treasury officials. 	 EB 

LH to give NF 9 copies of AS brief to include in package B for British 
Embassy Washington, UKREP Brussels, BIS New York, British Embassy 
Paris to be despatched as at Annex B. 	 LH/NF 

Chancellor's Office confirm length of OS with IDT to guide Radio/TV, and 
with BD to enable him to inform Speaker. 	 AA/BD 

10am. CRU deliver copies of OS and HMT PN for distribution. See 
Annex A. 	 CRU/RR 

FP authorise HMSO to deliver printed Autumn Statement to the House. 	 FP 

HMSO deliver 735 copies of printed AS to HMT by 10am to be distributed 
as at Annex A. Recipients to collect from post room. 	 RR 

Official Box List for Statement and Allocation of Gallery Seats to be given 
to BD by 10.30 	 CR 

Copies of Autumn Statement package distributed as at Annex B. BD 
collects 1 package for Speaker to be delivered by 2.30 at latest. 	 NF/BD 

CR to arrange for copy of OS to reach Official Report. 	 CR 

EB to ensure all officials in Official Box have copies of AS brief. 	 LH 

llam. BD delivers (under embargo) 1000 copies of HMT PN to Vote Office, 
House of Commons and 150 copies to Printed Paper Office, House of Lords. 
Other distribution as at Annex C. 	 BD 

AA to notify PS Lord Young of any changes to AS brief. 	 AA 

By 3pm  

BD to collect 4 x package A from Chancellor's Office and deliver to Lords 
Whips' Office (see Annex B). 

	 BD 



(50Chancellor's Office to deliver remaining copies of package A to PPS 
Chancellor's room in House (see Annex B). 	 NF 

OS started 

(55) IDT collects copies from CS and deliver to Lobby for distribution (see 
Annex D). IDT implement page by page release to PA/Reuters. 	 JF/BC 

(56) Z copies of AS formally laid on the Table of each House. 	 BD 

After OS 

JF 

IDT distribute remaining AS package as at Annex D. 	 JF 

NF to deliver copies of package B to be collected from Enquiry Room. 	 NF 

BD to take 8 copies of OS, AS and HMT PN for House Libraries. 	 BD 

IF to collect 16 copies of package B from Chancellor's Office. 	 DS/NF 

(57) Release AS package prepared by IDT for press, to departmental press 
officers and to press callers at Main Door. 



• 
ANNEX A 

SOURCE AND INITIAL DISTRIBUTION OF AS MATERIAL 

Aide Memoire 
Reference 	44, 46 

A/S 	 0/S 	 HMTPN 	 OGDPNs 

Source 
HMSO 	 733 
CRU 	 627 	 2105 
OGDPs 
	

100 

A/S 
120 to Library 
170 to Chancellor's Office 
410 to Committee Section 
13 to Parliamentary Branch 
20 to FP 

0/S 
170 to Chancellor's Office 
435 to IDT 
22 to Parliamentary Branch 

HMTPN  
170 to Chancellor's Office 
770 to Committee Section/IDT 

1160 to Parliamentary Branch 
5 to EB 

OGDPs 
100 to Chancellor's Office 



) 

) 

) 

) 

) 

) 

I ANNEX B 

DISTRIBUTION BY CHANCELLOR'S OFFICE 

Aide Memoire 
Reference 	35, 48, 53, 54 

A/S 
	

0/S 
	

HMTPN 
	

OGDPN's 
Received from  
HMSO 
	

170 
CRU 
	

170 
	

170 
OGDP's 
	

100 

Distributed to 
PACKAGE A (A/S, 0/5, IIMTPN, OGDPN's) 

Prime Minister 
Chancellor 
Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 

Sir Peter Middleton 
Sir Terence Burns 
Sir Geoffrey Littler 
Mr F E R Butler 
Miss Mueller 
Mr A Wilson 
Mr Anson 
Mr Cassell 
Mr Kemp 
Mr Monck 
Mr Byatt 
Mr Scholar 
Mr D J L Moore 
Mr Sedgwick 
Mr Peretz 
Mrs Lomax 
Mr Odling-Smee 
Mr Turnbull 
Miss Peirson 
Mr R I G Allen 
Miss O'Mara (3 copies) 
Mr Give 
Mr Gilhooly 
Mr Easton 
Mr M G Richardson 
Miss Evans 
Mrs Burnhams 
Mr Cropper 
Mr Call 
Mr Tyrie 

The Speaker* 
	

By 12.30 

Mr AC S Allan 
Mr J Taylor 
	 By 1.00 

Mrs Ryding 

Chancellor of the Duchy of Lancaster 
	

To be 
Secretary of State for Trade & Industry 

	
delivered to 

Leader of the House of Commons 
	

PPS CX room 
Leader of the Lords 	 at House 
Leader of the Opposition 

	
by 3pm 

Shadow Chancellor 
	

AA to advise 
Mr Steel 
	

on exact time 
Mr Maclennan 	 of release 
Mr Molyneux 
Chancellor's PPS 
Chairman of Conservative Committee 
Chairman PAC 
Chairman TCSC 
Mr McKay (Clerk TCSC) 
Vice Chamberlian of the Household 
(Tristan Garel-Jones MP) 

Leader of Opposition (Lords) 
	

BD to take 
Leader of Liberals (Lords) 

	
to Lords 

Leader of SDP (Lords) 
	

Whips Office 
Government Chief Whip (Lords) 

	
by 3prn. AA to 
advise on 
exact time 
of release 

Total No of AS Package A - 62 copies 

*BD to collect Speaker's package - see reference (44) 
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16 copies 

3 copies 
4 copies 
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25 copies 

Mr Unwin (C&E) 
Mr Battishill (IR) 
Customs & Excise 
Inland Revenue 
Bank of England 

NEDO 
CBT 
TUC 
NICG 
CRD 

Diplomatic Missions 

British Embassy Washington 
UK REP Brussels 

British Embassy Paris 

Principal Finance Officers 
Other Cabinet Ministers 

) 
) to be collected by C&E, IR and 
) B/E messengers from Chancellor's 
) messengers' lobby at 2pm 
) 

After 0/S to be collected from 
Enquiry Room by own messengers 
or despatched as requested 

After 0/S to be collected by IF 

After OS to be sent via 
FCO 

After 0/S to be sent via FCO by 
6pm bag 

) After 0/S 
After 0/S 

• 
Aide Memoire 

Reference 	42, 59, 61 
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ANNEX B (cont) 

Total Number of AS Package B - 102 copies 

A/S 
	

0/S 	HMTPN 	OGDPNs 

Remaining copies 
despatched to  

IDT 
	

30 
Official Report 
	

1 
Chancellor's Office spares 

	
6 	 1 
	

6 
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DISTRIBUTION BY PARLIAMENTARY BRANCH 

Aide Memoire 
Reference 	51 

Received from 

A/S 0/S HMTPN OGDPN 

HMSO 12 
CRU 21 1158 
Chancellor's Office 1 1 1 1 

Despatched to 
Vote Of fice/PPO 1150 
Speaker* 1 1 1 1 
Govt Whips (Commons) 5 
Govt. Whips (Lords) 8 
House Libraries 8 8 8 
Formal Presentation to 
Commons/Lords 4 

TOTAL 13 22 1159 1 

*BD to collect from Chancellor's Office 
(see reference (4-g) 

by 11.00 
by 12.30 
by 12.30 
by 12.30 
after 0/S 

during 0/: 
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DISTRIBUTION BY IDT 

Aide Memoire 
Reference 	58 

Received from 

A/S 0/S HMTPN OGDPN's 

Committee Section 410 435 770 
Chancellor's Office 30 

Despatched to 
Press Gallery Lubby 130 155 130 During 0/S 
Press 150 150 150 ) 
Non-Press 50 ) 
Deptl Press Officers 40 40 40 ) 
Specialist briefing 40 40 40 12 ) After 0/S 
Treasury Mailing list - - 310 ) 
:DT + spares 30 30 30 18 ) 
FFJG 20 20 20 ) 

Total 410 435 770 30 



AS 4 

e revenue effects of illustrative tax changes 
	 — 

4.01 The tables below show the effects of various illustrative 
in 1988-89 and 1989-90. 

tax changes on receipts Etkiwtoi,d 
A 

4.02 The effects of tax changes depend on economic variables, such as prices, earnings and 
consumer expenditure. The estimates shown are consistent with the economic forecast 
given in Chapter 1. 

4.03 An illustrative rate of inflation of 4 per cent has been used to show the effects of 
indexation and revalorisation in 1988-89. This is in line with the annual rate of increase in 
the RPI forecast for the fourth quarter of 1987. 

4.04 The tables show estimates of the direct effects of tax changes. In practice, tax 
changes will themselves affect economic variables, which in turn will have further effects 
on tax yields and on the PSBR. The estimated direct effects are not, therefore, the same as 
the effects on the PSBR. The approach used here is explained in the Annex to Chapter 4 of 
the Financial Statement and Budget Report published in March 1987. 

Indexation of allowances, thresholds and bands for 1988-89. 

4.05 Tables 4.1 to 4.3 show tax allowances, thresholds, and bands for 1988-89 after 4 per 
cent indexation. For income tax, rounding follows the rules laid down in the 1980 Finance 
Act; for inheritance tax and capital gains tax those laid down in the 1982 Finance Act. 
Estimates of the revenue effects of these changes are shown in Table 4.4. 

Table 4.1 Income tax 

1987-88 1988-89 

Allowances: 

Single and wife's earned income allowance 2 425 2 525 
Married allowance 3 795 3 955 
Additional personal and widow's bereavement 
allowance 1 370 1 430 
Single age allowance (age 65-79) 2 960 3 080 
Married age allowance (age 65-79) 4 675 4 865 
Single age allowance (age 80 and over) 3 070 3 200 
Married age allowance (age 80 and over) 4 845 5 045 
Aged income limit 9 800 10 200 

Income tax rates 	 Bands of taxable income 

Per cent 	 1987-88 	 1988-89 

27 0-17 900 0-18 700 
40 17 901-20 400 18 701-21 300 
45 20 401-25 400 21 301-26 500 
50 25 401-33 300 26 501-34 800 
55 33 301-41 200 34 801-43 100 
60 Over 41 200 Over 43 100 



Table 4.2 Inheritance tax 

Rate on death 	 Bands of chargeable value  
£ 1 000  

Per cent 	 1987-88 	 1988-89  

Nil 	 0-90 	 0-94 
30 90-140 94-146 
40 140-220 146-229 
50 220-330 229-344 
60 Over 330 Over 344 

Table 4.3 Capital gains tax 

1987-88 1988-89 

Annual exempt amount: 
Individuals 
Trusts 

6 
3 

600 
300 

6 
3 

900 
450 

Table 4.4 Costs of indexation in 1988-89 

£ million  
1988-89 	 1989-90 

Indexation of income tax allowances and 
thresholds 	 920 	 1390 
Of which: 

Increases in main personal allowances 	 760 	 1100 
Increase in the basic rate limit* 	 110 	 160 
Increases in further higher rate thresholds* 	 50 	 120 

Indexation of inheritance tax thresholds 
and bands 	 25 	 60 
Indexation of capital gains exempt amounts 	 10 

* Additional costs after previous changes have been introduced. 

Direct revenue effects of illustrative changes in income tax and corporation tax 

4.06 Table 4.5 shows estimates of the direct revenue effects of illustrative changes in 
income tax and corporation tax. For income tax allowances and thresholds, these are 
changes from an indexed base. 

4.07 The effects of the illustrative changes can be scaled up or down over a reasonably wide 
range. However, the extra cost of increasing allowances and, in particular, higher rate 
thresholds tends to fall as the allowances or thresholds rise. For this reason, effects are 
given for different percentage changes. 

4.08 The total cost of a group of income tax allowances changes can be broadly assessed by 
adding together the revenue effects of each change. However, if allowances are increased 
substantially and combined with a reduction in basic or higher rates, the effects of the rate 
reductions will be reduced. In such cases, the cost or yield obtained by adding components 
from the ready reckoner should be considered only as a general guide. 



T41" 4.5 Direct effects of illustrative changes in income tax 
and corporation tax (1) 

£ million 
1988-89 	1989-90 

cost/yield cost/yield 
Income tax 

Rates 
Change basic rate by lp(2) 	 1200 	1525 
Change all higher rates by lp 	 80 	155 

Personal allowances 
Change single and wife's earned income allowance 

by £100 	 295 	380 
Change married allowance by £100 	 240 	305 
Change single age allowances (4) by £100 	 23 	30 
Change married age allowances (4) by £100 	 22 	26 
Change aged income limit by £200 	 4 	 5 
Change all main personal allowances by 1 percent 	180 	255 
Change all main personal allowances by 10 percent: 

increase (cost) 	 1750 	2350 
decrease (yield) 	 1825 	2400 

Higher rate thresholds(3) 
Change all higher rate thresholds by 1 percent: 

inrrease (cost) 	 30 	55 
decrease (yield) 	 30 	55 

Change all higher rate thresholds by 10 percent: 
increase (cost) 	 270 	485 
decrease (yield) 	 350 	595 

Allowances and thresholds (3) 
Change all main personal allowances and higher 

rate thresholds by 1 percent 	 210 	305 
Change all main personal allowances and higher 

rate thresholds by 10 percent 
increase (cost) 	 2025 	2800 
decrease (yield) 	 2200 	3000 

Corporation tax (5) 
Change full rate by 1 percentage point 	 360 	560 
Change small companies' rate by 

1 percentage point (6) 	 25 	45 

1 The estimated revenue effects of changes in the basic rate of income tax 
and in the main personal allowances of 10 percent are rounded to the 
nearest £25m; effects of less than £50m are rounded to the nearest £1m. 

2 Including the effects of the change on receipts of advance corporation tax 
and on consequent liability to mainstream corporation tax. 

3 Percentage changes are calculated with reference to 1987-88 levels. 

4 Including higher age allowance for those aged 80 or over. 

5 Assessment to corporation tax normally relates to the preceding year. These 
estimates are, therefore, the changes to revenue that would occur if the 
changed rates were applied to incomes from 1 April 1987. 

6 These figures ignore any possible associated changes in the imputation system. 



Indirect taxes 

4.09 Table 4.6 shows estimates of the effects of changes in excise duties. The first part 
shows the extra revenue from the individual duties if they were to be incresed by exactly 
4 per cent, together with the price increase that would result (after allowing for 
consequential VAT). The second part shows the revenue yield from changing uurrenl levels 
of duty so that (after VAT) the price of a typical item is changed by the amount shown. 

4.10 Table 4.7 shows the revenue effects of a 1 percentage point change in the rate of VAT. 

4.11 Within limits the illustrative changes for specific duties can be scaled up or down to 
give a reasonable guide to the revenue effects. However, with large changes the margins of 
uncertainty surrounding the effects on sales and hence on revenue become progressively 
large, and scaled estimated will be less reliable. 

Table 4.6 Revenue effects of indirect tax changes 

Current level 
of duty on 
typical items 

4% Revalorisation Changes from present levels of duty 
Price 
change 2 
inc. VAT 

 
£m yield in3  

Price 	Actual 
change 	percentage 2,  
inc.VAT 	change in duty 

£m cost/yield in  
1988-89 1989-90 1988-89 1989-90 

Beer 	 18.6p 0.9p 65 70 lp 4.7 75 85 
Wine (70c1 	ottle of 
table wine) 68.6p 3.2p 20 25 5p 6.3 35 40 
Spirits (bottle) £4.73 21.8p 25 30 10p 1.8 10 15 
Cigarttes (20 king-
size) 93.4p 3.7p 95 110 lp 1.1 25 30 
Petrol (galloi) 88.1p 4.1p 215 235 lp 1 . 0 55 60 
Dery (gallon) 74.5p 3.4p 40 45 lp 1  .  2 15 15 
VED (cars and 
light vans) 	£100.00 £4.00 65 85 £1.00 1.0 20 20 

1
An 'across the board' revalorisation by 4 per 

cent (including the minor duties not shown 
above) would yield about £590m in 1988-89 and 
£645m in 1989-90, and the impact on the RPI 
would be to raise it by 0.3 per cent. 
2 

VAT is payable in addition to the duty except 
in the case of VED. 

Table 4.7 VAT  

3 Assuming implementation on 1 April 1988. 
4 

Revenue effects include all wines. 
5 

The duty on cigarettes has ad valorem and specific 
elements; the percentage change relates only to the 
specific element, but the price change includes the 
subsequent increase in ad valorem duty and VAT. 
6 Revenue effects allow for offsetting increase in bus 
fuel grants 

£ m cost/yield in 
1988-89 	 1989-90 

1% change in rate of VAT 1 
	

930 	 1 315 

1 
Assuming implementation on 1 April 1988 
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4 Oil taxation and revenue ready 
reckoner 

Repayment of Advance Petroleum Revenue Tax (APRT) 

4.01 The Government announced on 6 November its intention to introduce 
a Bill early in the new session of Parliament to bring forward certain 
repayments of APRT due to the oil companies which under the present law 
would have been spread over the next three financial years. 

4.02 APRT advances the payment of Petroleum Revenue Tax (PRT) into 
the early years of an oil field's production. These advance payments may be 
set against future PRT. Under the provisions of the 1983 Finance Act, these 
payments were, in any event, coming to an end: the last period for which 
APRT is payable ends on 31 December 1986. The fall in the oil price means 
that some fields will not start to produce profits on a scale sufficient to 
generate PR T liabilities until much later than expected (if at all) and so will 
not be able to utilise their APRT credits. Under current law, APRT would 
not be repaid until 1988 or later. The proposed measure would bring 
forward to March 1987 repayments of APRT credits on fields that had not 
reached payback by 30 June 1986, up to a limit of k15 million per company 
per field. 

4.03 This measure would have a revenue cost m 1986-87 of up to 
£310 million, which would be fully recouped over the next three years 
(k130 million in 1987-88, £120 million in 1988-89 and £60 million 
in 1989-90). 

Revenue ready reckoner 

4_04 The tables below show the effects of various illustrative tax changes on 
receipts of tax in 1987-88 and 1988-89. 

4.05 The effects of tax changes depend on economic variables, such as 
prices, earnings and consumer expenditure. The estimates shown are 
consistent with the economic forecast given in Chapter 1. 

4.06 An illustrative rate of inflation of 31 per cent has been used to show the 
effects of indexation and revalorisation in 1987-88. This is in line with the 
annual rate of increase in the RPI forecast for the fourth quarter of 1986. 

4.07 The tables show estimates of the direct effects of tax changes. In 
practice, tax changes will themselves affect economic variables, which in 
turn will have further effects on tax yields and on the PSBR. The estimated 
direct effects are not, therefore, the same as the effects on the PSBR. The 
approach used here is explained in the Annex to Chapter 4 of the Financial 
Statement and Budget Report published in March 198fr. 

7 
40 



4 Oil taxation and revenue ready reckoner 

4.08 The estimates of the effects in 1988-89 assume that the levels nf 
allowances, rates of duty etc set for 1987438 continue to apply in 1988-89. 

Indexation of allowances, 4.09 Tables 4.1 to 4.3 show tax allowances, thresholds, and bands for 
thresholds and bands 1987-88 after per ccnt indexation. For income tax, rounding follows the 

for 1987-88 rules laid down in the 1980 Finance Act; for inheritance tax and capital gains 
tax those laid down in the 1982 Finance Act6 Estimates of the revenue effects 
of these changes are shown in Table 4.4. 

Table 4.1 	Income tax 

1986-87 1987-88 

Allowances: 

Single and wife's earned income allowance 2 335 2 415 
Married allowance 3 655 3 775 
Additional personal and widow's bereavement 
allowance 1 320 1 360 
Single age allowance 2 850 2 950 
Married age allowance 4 505 4 655 
Aged income limit 9 400 9 800 

Income tax rates 	 Bands of taxable income 

k 
Per cent 	 1986-87 1987-88 

29 0-17200 0-17800 
40 17 201-20 200 17 801-20 900 
45 20 201-25 400 20 901-26 300 
50 25 401-33 300 26 301-34 500 
55 33 301-41 200 34 501-42 700 
60 Over 41 200 Over 42 700 

Table 4.2 Inheritance tax 

Rate on death 	 Bands of chargeable value 

k '000  

Per cent 	 1986-87 	 1987-88 

Nil 0-71 0-74 
30 71-95 74-99 
35 95-129 99-134 
40 129-164 134-170 
45 164-206 170-213 
50 206-257 213-266 
55 257-317 266-328 
60 Over 317 Over 328 
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4 Oil taxation and revenue ready reckoner 

• 
Table 4.3 Capital gains tax 

   

      

      

1986-87 	 1987-88 

Annual exempt amount: 
Individuals 	 6 300 	 6 600 
Trusts 	 3 150 	 3 300 

Table 4.4 Costs of indexation in 1987-88 

k million 

Indexation of income tax allowances and 
thresholds 
Of which: 

Increases in main personal allowances 
Increase in the basic rate limit* 
Increases in further higher rate thresholds* 

Indexation of inheritance tax thresholds 
and bands 
Indexation of capital gains exempt amounts 

* Additional costs after previous changes have been introduced. 

1987-88 1988-89 

710 950 

600 760 
70 110 
40 80 

18 40 
5 

Direct revenue effects of 4.10 Table 4.5 shows estimates of the direct revenue effects of illustrative 
illustrative changes changes in income tax and corporation tax. For income tax allowances and 

in income tax and thresholds, these are from the indexed levels for 1987-88. 
corporation tax 

4.11 The effects of the illustrative changes can be scaled up or down over a 
reasonably wide range. However, the extra cost of increasing allowances 
and, in particular, higher rate thresholds tends to fall as the allowances or 
thresholds rise. For this reason, effects are given for different percentage 
changes. 

4.12 The total cost of a group of income tax allowance changes can be 
broadly assessed by adding together the revenue effects of each change. 
However, if allowances are increased substantially and combined with a 
reduction in basic or higher rates, the effects of the rate reductions will be 
reduced. In such cases, the cost or yield obtained by adding components 
from the ready reckoner should be considered only as a general guide. 
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4 Oil taxation and revenue ready reckoner 

Table 4.5 Direct effects of illustrative changes in income tax and corporation 
tax' 

L million 

1987-88 	 1988-89 
cost/yield 	 cost/yield 

Income tax 

Rates 

Change basic rate by 1p 2  

   

1 100 	 1 450 

     

Change all higher rates by 1 p 

   

65 	 150 

Personal allowances3  

 

Change single and wife's earned income allowance by L100 
	

290 380 

300 

32 

30 

6  

225 

 

Change married allowance by £100 
	

235 

Change single age allowance by L100 
	

24 

Change married age allowance by £100 
	

23 

Change aged income limit by £200 
	

4 

Change all main personal allowances by 1 per cent 	 175 

Change all main personal allowances by 10 per cent: 

 

increase (cost) 
	

1 725 	 2 200 

decrease (yield) 

 

1 800 	 2 275 

    

Higher rate thresholds3  

Change all higher rate thresholds by 1 per cent: 
increase (cost) 

   

  

25 	 50 

decrease (yield) 

   

15 	 50 

     

Change all higher rate thresholds by 10 per cent: 

  

increase (cost) 
	

215 450  

575 decrease (yield) 
	

290 

Allowances and thresholds3  

Change all main personal allowances and higher rate thresholds  by 1 per cent 

Change all main personal allowances and higher rate thresholds by 10  per cent: 

increase (cost) 

200 	 275 

   

1 925 	 2 650 

decrease (yield) 
	

2 100 	 2 900 

Corporation tax4  

Change full rate by 1 percentage point 
	

210 	 390 

Change small companies' rate by 1 percentage point 5 
	

20 	 40 

1  The estimated revenue effects of changes in the basic rate of income tax 
and in the main personal allowances of 10 per cent are rounded to the 
nearest £25m; other effects over £50m are rounded to the nearest Z5m; 
effects of less than £50m are rounded to the nearest Z .  lm. 
2  Including the effect of the change on receipts of advance corporation tax 
and on consequent liability to mainstream corporation tax. 

3  For simplicity, percentage changes are calculated with reference to 
1986-87 levels. 
4  Assessment to corporation tax normally relates to the preceding year. 
Thece estimates arc, therefore, the changes to revenue that would occur if 
the changed rates were applied to incomes from 1 April 1986. 
5  These figures ignore any possible associated changes in the imputation 
system. 
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4 Oil tai  ation and revenue ready reckoner i  

Indirect taxes 4.13 Table 4.6 shows estimates of the effects of changes in excise duties. The 
fitsi part shows the extra revenue from the individual duties if they were to 
be increased by exactly 31 per cent, together with the price increase that 
would result (after allowing for consequential VAT). The second part shows 
the revenue yield from changing current levels of duty so that (after VAT) 
the price of a typical item is changed by the amount shown. 

4.14 Table 4.7 shows the revenue effects of a 1 percentage point change in 
the rate of VAT. 

4.15 Within limits the illustrative changes for specific duties can be scaled up 
or down to give a reasonable guide to the revenue effects. However, with 
large changes the margins of uncertainty surrounding the effects on sales and 
hence on revenue become progressively larger, and scaled estimates will be 
less reliable. 

Table 4.6 Revenue effects of indirect tax changes 

Current level 
of duty on 
typical items 

31% Revalorisation 1  Changes from present levels of duty 

Price 
change 
inc. VAT2  

Lm yield in 3  
Price 
change 
inc. VAT2  

Actual 
percentage 
change in duty 

km cost/yield in3  

1987-88 1988-89 1987-88 1988-89 

Beer (pint) 18.6p 0.7p 55 60 1 p 4.7 75 90 
Wine (70 cl bottle of 
table wine) 4  68.6p 2-6p 20 20 5p 6.3 35 40 
Spirits (bottle) k4:73 17.7p 25 30 10p 1-8 15 Is 
Cigarettes (20 kingsize) 5  92.7p 3-0p 75 85 lp 1•1 25 30 
Petrol (gallon) 88 -1 p 3-3p 165 185 lp 1•0 50 55 
Dery (gallon) 74.5p 2-8p 40 45 lp 1.2 15 15 
VED (cars and light vans) £100.00 k3•25 65 65 k1.00 1•0 20 20 

I An across the board' revalorisation by 31 per cent (including the 
minor duties not shown above) would yield about Z475m in 1987-88 
and L 525m in 1988-89, and the impact on the RP! would be to raise it 
by 0.3 per cent. 
2  VAT is payable in addition to the duty except in the raw of VED. 

3  Assuming implementation on 1 April 1987. 
Revenue effects include all wines. 

5  The duty on cigarettes has ad valorem and specific elements; the 
percentage change relates only to the specific element, but the price 
change includes the subsequent increase in ad valorem duty and VAT. 

Table 4.7 VAT 

km cost/yield in 

1987-88 

 

1988-89 

1% change in rate of VAT' 
	

800 	 1 130 

I Assuming implementation on 1 April 1987. 
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CONFIDEN0TIAL 

MINUTES OF A MEETING HELD AT 3.00 PM ON WEDNESDAY 

21 OCTOBER IN CHANCELLOR'S ROOM, HM TREASURY 

iancoz,  
2-11lo 

Those present  

Chancellor 
Sir P Middleton 
Sir T Burns 
Mr Cassell 
Mr Sedgwick 
Mr Turnbull 
Mr R I G Allen 
Miss G C Evans 
Mr Cropper 
Mr Tyrie 

DRAFT OF CHAPTER 1 OF THE AUTUMN STATEMENT 

The Chancellor said he had a number of detailed comments on the 

text which he would pass on separately to Mr Sedgwick. 

Numbers  

2. 	The Chancellor noted that in the light of developments on the 

BP issue, the planning total shown in the Autumn Statement for 

1987-88 should be £1 billion below the White Paper figure. 

Sir T Burns said that growth in 1988 had been revised to 3 per cent 

in the light of developments over the last few days. However, 

domestic demand was still likely to grow at 4 per cent. He had also 

been looking again at the prospects for the current account in 1987 

and 1988 and suggested a £2 billion deficit for 1987 and £3 billion 

deficit for 1988. The Chancellor asked Sir T Burns to look again 

at the numbers in table 1.4. The decline in non-oil exports from 

6 per cent in 1987 to 21 per cent in 1988 was particularly 

striking. He was uneasy about the gap between growth in domestic 

demand and the economy as a whole. On the current account, recent 

monthly figures had been so erratic that he thought it was sensible 



CONFIDENTIAL • 
to stay with the FSBR figure of a deficit of £21 billion in 1987. 

The market would then find it easier to accept a deficit of 

£31 billion in 1988. Sir T  Burns  notpd that a dcficiL of 

£21 billion for 1987 implied that the Q4 figure would be £1 billion 

worse than 03, and that for the second half of the year the current 

balance was running at an annual rate of -£6 billion. It was  

agreed  to publish figures of -£21 billion for 1987 and -£31 billion 

for 1988. ML Sedgwick  noted that the forecast for money GDP for 

1988-89 was now 71 per cent rather than 8 per cent. 

Charts  

Chart 1.1.  This chart should be redrawn to show commodity 

prices deflated by a suitable world price deflator, and to 

cover the period 1970 to-date. 

Chart 1.2.  Redraw to start in 1970. 

Chart 1.3.  No changes. 

Chart 1.4. 	Delete the dotted forecast line and redraw the 

scale so export volumes do not seem as flat. 

Chart 1.5.  This should be redrawn to show volume and value 

shares with the line on developed countries deleted. 

Charts 1.6 and 1.7.  No changes. 

Chart 1.8.  Delete. 

Charts 1.9 and 1.10. No changes 

Chart 1.11. 	Redraw to clearly distinguish between forecast 

and outturn. 

Chart 1.12.  If room permits, redraw as a deeper chart. 

Chart 1.13.  Delete - the points in the chart could be better 

explained in the text. 

Text 

Stock market.  The form of words on recent developments would 

have to be considered carefully. However, this should be left 

until the last possible moment. 	It would be necessary to 

decide in the light of developments how much prominence to 

give to these comments. There were various points in the text 

where they could be included 



CONFIDENTIAL 

Summary. 	This should include at the beginning a snappy 

"summary of the summary" on growth and inflation. 

Paragraph 1.6. 	Redraft to read "It assumes that sterling  

remains close to recent levels" 

Paragraph 1.16.  Delete. 

Paragraph 1.17.  This currently refers to the G7 countries in 

total, whereas the real story is the performance of the US 

compared to Germany and Japan. 

Paragraphs 1.17 and 1.18.  There is an odd contrast between 

"net exports will be much stronger" in paragraph 1.17 and 

"somewhat slower import volumes growth" in paragrap11.18. 

These paragraphs should be reconsidered. 

(in  the latest periodyAreplace with "remained  broadly   
Paragraph  1.20Atdelete  "but have been somewhat more volatil 

Ar  stable".7The same amendment needy to be made to the end of the 
paragraph. The specific reference to stability against the 

deutschemark should be retained. 
Wel< PAAChAtcht CI A. OgNit0-1 

Paragraph 1.34.  Delete. 	 1)( innA"AV, $ )  

Paragraph 1.35. 	Delete the first half of the paragraph, 

ie from "Statistics published for the first half of 1987" to 

"consumer demand remains very strong". 

Paragraph 1.36.  Shorten substantially. 

Paragraph 1.37. 	Redraft to give more prominence to the 

section on non-North Sea ICCs. 

Paragraph 1.38. 	Redraft in a more "up beat" way - for 

example, business investment has been growing more strongly in 

1987 following a dip in 1986 caused by the corporation tax 

changes. 

Paragraph 1.39.  Shorten substantially. 

Paragraph 1.40.  The phrase "a more negative contribution" is 

difficult to grasp and should be redrafted. 

Paragraph 1.42. 	The comment that "the rate of increase of 

costs of materials and fuel had been around twice as fast as 

expected" was unhelpful. It should be redrafted to read "has 

risen by X per cent more than expected". 

• 
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2A44"t' ll"."41)ke-  cAe0-4  kir,*  f-ort i-e,teierwz k9 N),,toutDeisHj 

Paragraph  1.46.el errei3  te, 	otlitiVe/t4 ,-iL 

Paragraph 1.49.  Shorten considerably. 
  

Paragraph 1.50.  This should refer to a continued, rather than 

a substantial fall in unemployment. 

Gcctoti 

Paragraph 1.51. 	This needs redrafting from scratch. 	It 

should start with a reference to the exchange rate and the 

remainder of the paragraph should be shortened considerably. 
vv,Altivk lac cx.4-.AD+KU 

Paragraph 1.55.  The distinction between  r-eeel-i-Elts--a4c1-/Fver-nreArgor 
f c4,11_ ec_e_Apfrs c.n. 	 e)s-f-e4...6% 11-4\-e- stde 

was important. It would be helpful to always refer to capital  

receipts if they were on the expenditure side  of w4:Fount. 

°---vl-rc'r—tt7"irr"+k"1"C'tr 	(a4 	 4k",u,AAJLAr 	G.Jo 
hltrot & tr^, 4  OkvArt.WW-44 KAASVDAJ 11 

Tables  0L.$400LO-AAJte A-0 k-e vece_lpf--6 sith. jqi-mbma 
GAN_ 	 h3 i 	K4,„

5. 	Tables 1.1, 1.2, 1.3.  No changes. 

Tables 1.4 and 1.5. 	Figures for non-oil GDP should be 

included in brackets. 	Table 1.4 should be merged with 

table 1.5. 

Tables 1.6, 1.7 and 1.8.  No changes. 

Table 1.9.  Sir T Burns would investigate the possibility of 

showing output per full-time equivalent. 

Tables 1.10 to 1.12.  The PSBR for 1987-88 in table 1.12 would 

be revised to £1.0 billion or £1.1 billion after allowing for 

lower privatisation proceeds. 	This table should include a 

4444e --howing the PSBR excluding rivatisation proceeds. The 

formulation suggested  >ic  Mr Saunder in 114-e minute of 
20 October should be tried. Figures for money GDP should be 

removed from this table and inserted into table 1.13. 

Table 1.13. This was a confusing table showing calendar year 

changes in the top half of the table, Q4 figures in the 

middle, and financial years at the bottom. The top half of 

the table should be redrawn based on the FSBR tables (ie years 

down the side and categories of expenditure along the top). 

The bottom half of the table should remain as at present. 

22 October 1987 
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MR SC 
CHANCELLOR OF THE EXCHEQUER 

iAlm. Jowl flisAk 1 L*, 	FROM: I SCOTTER 

4 rIk LS  

DATE: 21 OCTOBER 1987 

cc PS/Chief Secretary 

CONFIDENTIAL 

AUTUMN STATEMENT: CHAPTER 4 

I attach a draft of Chapter 4. this is almost identical to last 

year's 'Revenue ready reckoner' section of Chapter 4 (copy attached) 

with dates and figures revised. 

The first three paragraphs of last year's Chapter 4, 'Repayment 

of Advance Petroleum Revenue Tax' gave first details of a new 

measure. There is no equivalent measure this year, so those 

paragraphs have been deleted. 

All figures for 1988-89 and 1989-90 are provisional at this 

stage and will have to be amended to take account of the latest 

forecast. But they should give a reasonably close estimate of the 

revenue effects of the various illustrative changes. 

With your approval, we plan to send Chapter 4 to the printers on 

Thursday 22 October. 

t/t 

14t 44,4A4 44444;f  

ftv, U,1 atolD 

IAN SCOTTER 
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Mr Cropper 

> j  14-,47A' 

1A-4,J-cf. 	 ;  tA. L' 61,4.„1 	decif  
I attach a first dra0+ of your oral statement planned for._3—Seerember. 
It is based on contributions 

McIntyre. 

by Messrs Turnbull, Sedgwick and 

 

  

fl- 

    

It is an upbeat presentation which, 
P 

for the momei't, says nothing  1,./1i 

about the implications of the fall in markets for the economic 

prospects. You have agreed that we should consider nearer thc time 

whether and to what extent we will need to modify our assessment of 

the outlook for the world economy. 

The order follows closely that adopted last year (copy attached 

for convenience). 

4 . 	The October Reserves figures will be published on the day of the 
Autumn Statement and you may decide nearer the time that you want to 

include some reference to this. 

M C SCHOLAR 

4)-) / 

AUTUMN STATEMEdflORAL STATEMENT  /41 1-  

Icrit 
t I  

kfr 	441—p- 	14-) A 
Mr Tyrie 
Mr Call  6),A_il 
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Mr Turnbull 
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Mr MeTntyre (paras 26 28 only) 
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AUTUMN STATEMENT 1987: ORAL STATEMENT: DRAFT OF 21 OCTOBER 

With permission, Mr Speaker, I should like to make a 

statement. 

I am laying before the House today an Autumn Statement 

which [brings together the Government's outline public 

expenditure plans for the next three years] [gives details of 

the expenditure plans which I announced in aggregate last 

Thursday], 	makes 	proposals 	for 	National 	Insurance 

contributions next year, and sets out the forecast of economic 

prospects for 1988 required by the 1975 Industry Act. 

Public Expenditure in 1987-88  

I turn first to the expected outturn for the current 

financial year, 1987 - 88. 

4 • 	The public expenditure planning total now looks likely to 

amount to £147i billion, or around El billion less than was 

allowed for in last year's public expenditure White Paper. 

The underspend/On the planning total mainly reflects higher 

LeapitallreceiptstOfilocal authorities and new towns. In other 
respects spending is expected to be in line with plans. 

CE2 

•1•00. ■ 



III 5. 	Debt interest is also expected to be very close to the 

forecast made at the time of the Budget, so that the total 

shortfall on the expenditure side is also about El billion. 

1987-88 Revenues  

On the receipts side non-oil revenues are benefitting 

from the strong growth of the economy And seem likcly to be 

about Eli billion higher than I expected at the time of the 

Budget. 	Corporation tax has risen strongly following the 

surge in profits in recent years. 	Income tax, national 

insurance contributions and VAT are also buoyant. North Sea 

revenues are likely to be Ei billion higher than expected 

largely because the oil price has been above the $15 assumed 

in the Budget forecast. 

1987-88 PSBR  

Einlitl -F-his increase of £2 billion in tax revenues, 
No-AA ttsAt 

together with the reduction of El billion in expenditure,, I 
A /LON) 

expect the PSBR for the current financial year to be about 

El billion in total, about £3 billion less than was forecast 

at the time of the Budget, Iihis estimate is subject to the 
tte I;) 

norma ma gin of error at this time of year. 
A 

A 

0 Oruf a-6? 

2 
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111 Public Expenditure Plans  

8. 	I turn now to the public expenditure plans for the next 

three yearo. 

Since 1982-83 public spendin 	both before and after 
4 

dcducting the proceeds of privatisation has been declining 

	

r 	 A 
\ a proportion of national output.4,,  There is likely to be a 

further substantial fall this year, L e fifth in all, 

producing the longest sustained fall since the war time 

economy was unwound. 

In July, the Cabinet reaffirmed the objective of ensuring 

that public spending declined as a share of national output, 

at least as fast as envisaged in the last White Paper. The 

plans that I am about to announce wi 1pot only secure that 
0.144/ (.0 

object've but will produce a share (i;ver221lower than [We set 
W 
ourse ve last year. 

New planning totals have been set at Ea billion for 

1988-89 and Lb billion for 1989-90, increases of Lc billion 

and Ed billion over the totals previously published. 	For 

1990-91 the planning total has been set at Ed billion. 

Je 	 it'it"rCt4"/tal"rh  
The totals incorporate the proceeds of privatisatio 

	
the 

plans for which are unchanged at £5 billion a year. 

Rette-rta. 
I have also thought it prudent to set aside within the 

A 

liplanning totals larger Reserves than in previous years. These 

3 
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410 will be Eg billion in 1988 -89, rising to Eh billion in 

1990-9 1. 

pevon.& 	
to fiLiihe *oral/ a44 otwo-Lti 

14. The significance of these plans can be assessed in terms 

of the share of national output and the growth in real terms 

that they imply. As measured by general government 

expenditure, ie the combined spending of uentral and local 

government, including debt interest, but excluding 

privatisaLion proceeds, the share of public spending in 

national output in 1986-87 was 44 per cent, having fallen.from 

47 per cent in 1982-83. This year the share is likely to fall 

to around 42 per cent, so that the proportion is now below 

where it was in 1978-79 and is on a declining rather than a 

rising trend. By 1990-91 it will have fallen to 414 per cent, 

the lowest since 1972. The new ratios are lower in each year 

than those published in the last White Paper. 

OA 'a., 	iii44.0 	 sr-e-147. 
In the 1960s and 1970s public spending (using the same 

A 
measure) grew by around 3 per cent a year in real terms. In 

the four years to 1982-83 the growth was 24 per cent; in the 

four years to 1986-87 just under 1i per cent; and in the 

succeeding four years, that is the current year plus the three 

Survey years, the growth is planned to be less than 14 per 

cent a year, well within the prospective growth of the economy 

as a whole. 

16. Within t ese planp the Government has been able to 
re4,01.41,5 

Estrengthenja number of priority services. 
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0 
Spending ogthe National Health Service in 1.1gland2cill 

am 
be increased by £700 millior7in 1988-89 and

^ 
 £800 million in 

)  

	

1989-90. 	On top of this there will be the additional 

resources from a new programme for increasing hospital income, 

from the cost improvement programmes and from land sales. 
- Att trukz 

these combined resourcelwill enable the NHS to continue to 

imprnve services. 

El billion extra in 1988-89 and £1.9 billion in 1989-90 is 

being set aside for social security expenditure. This takes 

account of the decision announced last May to increase income 

related benefits to reflect the average cost to claimants of 

paying 20 per cent of rates. It also reflects the statement 

on benefits made by my RHF the Secretary of State for Social 

Services on 27 October. 

Provision has also been made for a substantial increase 

and acceleration in the prison building programme. 

Provision for defence has been increased by £230 million 

in 1988-89 and £490 million in 1989-90, an increase of some 

2 per cent in cash terms over previous plans. 

Provision for local authority current spending has been 

increased by El billion in 1988-89 and £14 billion in 1989-90. 

Nearly half of this is accounted for by education and another 

15 per cent by the police. 

	

)i-Zs`f tt-t0 	ft t-A.47  C  UV., 	OV\P"I' "2 	1"1- 	\/4$2  eV14‘s 11'1°4 °Cclr"C'' 
r 

tif:el'e4\'464 	 V■44.-\:pv.A kfi4 14' 4 1•14*14  ` H7S 	 tetke 	0." 
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On top of the increased provision for the cost of 

education in schools which is contained within the local 

authority current expenditure, an extra £60 million a year has 

been provided for capital expenditure on Lhe improvement of 

school buildings. There will also be additional spending on 

the universities, including the restructuring of academic pay 

already announced, of £115 million in 1988-89 and £130 million 

in 1989-90; 	and a further 245 million and £65 million for 

science. 

Gross provision for housing investment is being increased 

by nearly £400 million next year. This will not only sustain 

the rising trend of spending on local authority renovation, 

but provide additional resources for housing associations, 

much of it to be used in conjunction with private finance. 

£5 million next year, rising to £50 million the year after, is 

being made available for Housing Action Trusts. Provision for 

Urban Development Corporations is being increased by 

£65 million next year. These additional amounts are offset by 

higher than planned capital receipts from sales of houses 

under the Right to Buy, and from commercial property and land. 

Taking all the programmes together, the additions to 

planned capital expenditure amount to over El billion in each 

t: of the next two years, mostly for local authorities and 

nationalised industries. 

Further details of these and other changes are contained 

in the printed Autumn Statement which will be available 
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111 shortly in the Vote Office. 	In addition full details, 

together with information on running costs and manpower will 

be given in the public expenditure White Paper early in the 

New Year. 

National Insurance Contributions  

I turn now to National Insurance contributions. 	The 

Government have conducted the usual autumn review of 

contributions in the light of advice from the Government 

Actuary on the prospective income and expenditure of the 

National Insurance Fund, and taking account of the statement 

on benefits which my RHF the Secretary of State for Social 

Services made on 27 October. 

The Lower Earnings Limit will be increased next April to 

£41 a week, in line with the single person's pension, and the 

Upper Earnings Limit will be raised to E305 a week. 	The 

limits for the reduced rate bands will also be increased. The 

upper limit for the 5 per cent and 7 per cent bands will be 

raised to E70 and £105 respectively. The upper limit for the 

9 per cent rate for employers will be raised to E155. 

The taxpayers' contribution to the National Insurance 

Fund - the so-called Treasury supplement - will be reduced by 

2 per cent to 5 per cent, but this will not require any change 

in contribution rates. 	Thus, the main Class I contribution 

rates will be unchanged at 9 per cent for employees and 

10.45 per cent for employers. 



Industry Act Forecast  

29. Finally, I turn to the Industry Act forecast. 	Growth 

this year has been both higher than last year and nigher thnn 

I envisaged at Budget time. Strong growth in domestic demand 

has been more than matched by the rapid rise in exports. With 

the British economy expanding more rapidly than the rest of 

-(ce• vvrviNtrl 	
the world there has also been a sharp rise in imports. 	The 

strength of the economy is broadly based, and manufacturing 

tioAc "Aire- r- r 	output is now expanding rapidly. 	Unemployment is falling 
-141,
i47  sharply, faster than in any other major industrial country. 

The performance of the UK economy is all the more remarkable 

because the world economy has been more subdued than expected 

last year in the aftermath of the oil price fall. 

t-) 	at•-•61  

Virutk 	6€1%tr.i, 

As I expected at Budget time inflation in the fourth 

quarter of this year is likely to be )4 per cent; 	and the 

current account of the balance of payments is forecast to show 

a modest deficit this year of £21billion, or about 1 per cent 

of GDP. 

Looking ahead to 1988 the prospect is for a continuation 

of the steady and satisfactory growth that the economy has 

enjoyed in recent years. The other major developed economies 

are likely to grow on average at the same modest rate of about 

21 per cent which they experienced in 1986 and so far in 1987, 

but there are some signs that industrial production and world 

trade in manufactures are already picking up and their growth 

should rise a little further in 1988. 

EA( by 401 

aAyrve.,  tAT-fr,-X 
of P4. ,kr-Ati 

f.vlsitAv.  , 



SECRET 

411 32. Even with this modest rise in world trade, the world 

economy will still be growing slowly by past standards. With 

the UK growing relatively quickly, we can expect a further 

small increase in the current account deficit to about 

£3ibillion. 

During 1981 British business has again 3,een high 

productivity growth end further incrca3es in profitability. 

There has been virtually no rise in labour costs in 

manufacturing in 1987 and the prospect is for little or no 

rise in 1988. Manufacturers' output prices are likely to rise 

by 41 per cent in the year to the fourth quarter of 1987, and 

by a similar amount next year. 	Retail price inflation may 

edge up during 1988 but I expect it to fall back again to about 

Lia per cent by the fourth quarter. 

GDP growth is likely to be 3 per cent in 1988, close to 

the average of recent years but below the forecast outcome for 

this year. 	As in 1987 consumers' expenditure and fixed 

investment are set to rise at similar rates. If labour costs 

remain firmly under control and growth is as forecast 

unemployment should continue its very welcome decline. 

Peroration  

Mr Speaker, the progress and prospects I have described 

demonstrate once again the soundness of the policies we have 

followed, now over two Parliaments. 	This first Autumn 

Statement of our third term offers a clear prospect of further 
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S sustained growth and steadily rising living standards with 

unemployment continuing to fall. We have brought this about 

by promoting enterprise, with sound money and with strong 

public finances. We will stick to these policies. 



• • 

PUBLIC EXPENDITURE SURVEY: AUTUMN STATEMENT 

On the afternoon of 3 November, the FCO spokesman will 
issue the following statement:- 

In the Autumn Statement, the Chancellor announced revised 
spending figures for FCO (Diplomatic Wing) programmes. 
Within these programmes the largest increase is in the 
1988/91 Triennial Settlement for the BBC where current 
expenditure has been increased by £ 4m in 1988/89 and £ 6.5m 
in 1989/90 to compensate for higher broadcasting costs after 
taking full account of efficiency savings. The other major 
increase of £ 2.9m in 1988/89 and £ 4.6m in 1989/90 is for 
about half the cost of refurbishing the FCO headquarters - a 
grade I listed building. The remaining half will be found 
from reductions in the capital programme for Embassies and 
other diplomatic premises overseas. 

The revised figures also contain provisional reductions in 
several programmes which have benefited from favourable 
overseas price movements; and a partly offsetting increase 
in the British Council programme, where overseas price 
movements have been adverse. 

Because of these reductions, and a further reduction 
resulting from a technical adjustment to the BBC Capital 
provision, there is a net overall reduction in the FCO 
(Diplomatic Wing)'s provision of £ 7.9 m in 1988/89 and 
£ 5.3 m in 1989/90. 

GLMABA 
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FROM: A C S ALLAN 

DATE: 22 October 1987 

ps1/33A 

MR DYER 	 cc Mr Scholar 
Miss Evans 

AUTUMN STATEMENT 

The Chancellor was grateful for your minute of 20 October. He does 

not see any need for PPSs to mount an operation to counter the risk 

of a Ten Minute Rule Bill interruption on 10 November. 

A C S ALLAN 
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FROM: P N SEDGWICK 
DATE: 22 OCTOBER 1987 

CHA.ELLOR cc Chief Secretary 
Sir P Middleton 
Sir T Burns 
Mr F E R Butler 
Mr Anson 
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Mr Scholar 
Mr Turnbull 
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Mr Allum 
Mr Dolphin 
Ms C Evans 
Mr Hudson 
Mr Owen 
Mr Ritchie 
Mr Cropper 
Mr Tyrie 
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CHAPTER 1 OF THE AUTUMN STATEMENT : ECONOMIC PROSPECTS FOR 1988 

I attach a redraft of this chapter of the AS. It takes account (where 

these do not conflict) of 

(1) 
	

the points discussed and agreed at your meeting yesterday, 

(ii) 	those agreed at Sir P Middleton's earlier meeting (summarised 

in the minute of October 20 from Mr Saunders), 

and 	(iii) your manuscript comments on the earlier draft. 

I discuss briefly below some of the changes together with outstanding 

problems in the order that they occur in the text. We need to have 

comments on and suggested changes to this draft during tomorrow (Friday) 

morning in order to get a near final version to the printers by lunchtime 

on Monday. 

A 
	

di-ft- • 
(1) The summary : paragraph 1.1  

You asked for a brief summary at the very beginning (as in the 

1986 AS, though not the 1987 FSBR). I have provided one that covers growth 

and inflation. 	It would be odd to go straight on and repeat Lhe forecast 

for GDP growth in the next paragraph. I have therefore put the assumptions 

paragraph second and then carried on with the rest of the summary in the 

order of the previous draft (which is the order of the 1987 PSBR). 

(11) Assumptions : paragraph 1.2  

At your meeting we did not discuss the first sentence of this 

paragraph, which causes problems for some. To omit this by now standard 

reference to the MTFS might be seen as significant and give rise to 

suspicions about the commitment to the MTFS. 	On the other hand the 

assumption on fiscal stance in the AS is different from that in the 1987 
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MTFS; the money GDP numbers are above those in the last MTFS for years for 

whigil there are fresh forecasts (1987-88 and 1988-89). 
mow 

There is a subsidiary issue of whether the word 'stylised' is 

necessary in the last sentence. 

Paragraph 1.15  

This includes the rucial reference to recent developments in stock 

markets. Reference to - "fluctuations" rather than "falls" produces 

an - admittedly anodyne - text that is less likely to be out of date if the 

earlier falls have been more or less reversed by the time of the AS. 

Chart  1.1 and 1.2 

We have included versions of these charts deflated by the GNP 

deflator for the major 7 (rather than the price of traded manufacLures). 

With the latest observations included, Chart 1.t shows the real price of 

industrial materials rising during 1987. The charts now start in 1970. 

GANV  rifij 	
0) 

Charts 1.4 and 1.5  

Chart 1.4 (the trend in the volume of visible exports less oil) now 

covers the past only and has a deeper vertical axis. Chart 1.5 (share of 

world trade) is for total world trade in manufactures only and shows both 

value and volume shares. 

Paragraph 1.31  

You queried whether it was necessary to include the discussion of the 

discrepancies between GDP measures. Given the very large residual error 

and the associated risk that first estimates of the expenditure measure of 

GDP in 1987 are (once again) underestimated we feel that there should be 

some discussion of this in the IAF. 

Table 1.4  

The figure for growth of the volume of non-oil exports of goods 

services in 1988 in this table, which worried you yesterday, was a mistake.' 

The correct figure (consistent with the decision on the current account 

next year) is growth of 31/2 per cent. 	Growth of non-oil visible exports 

(in table 1.2) is 4 per cent. 

Paragraph 1.41  

You wanted a reference to inflation having "fallen back" during 1987 

to average 4 per cent in the fourth quarter. Our expectation is that this 

tfU4J (1"  4-r 	f1dIt4 
tNt Ulm e 	1A4fsr  



CONFIDENTIAL 
• 

will not be a smooth process: the forecast for the October RP1 - the first 

mo - to be published after the AS  -  is that it will rise to 4.3 or even 

. 4. er cent, before falling below 4 per cent for November and December. 

With the October figure becoming available in the immediate aftermath of 

the AS, it could look as if the claim about RPI inflation having fallen 

back had been falsified, and that the forecast for the fourth quarter had 

been discredited. 	 47, (d- Area, ie 
Paragraph 1.47  

The numbers in this paragraph are now for GB (rather than the UK), in 

line with table 1.7 and our standard practice when briefing. 

Table 1.8  

You wanted productivity figures on a full time equivalent (FTE) 

basis. We cannot produce reliable estimates for 1964-73. We have included 

in brackets figures for the two later periods - 1973-79 and 1979-87. (We 

still have to agree some details of the calculations with 

Department of Employment.) 	If we were to include FTE figures only that 

would involve dropping growth rates for 1964-73 and therefore the 

favourable comparison of manufacturing productivity between 1964-73 and 

1979-87 would be lost. 

Paragraph 1.51  

The reference to the stock market in a sentence on MO reads oddly. 

If there is to be a reference to the stock market it probably needs to be 

spelled out a little more. 	 sfk 

Paragraphs 1.53 et seq.  

You wanted to replace 'receipts' with 'revenues' in these paragraphs. 

In some cases this has been possible, but 'receipts' has been the standard 

description in the tables (and for the same tables in all the MTFSs since 

1980). 

Tables 1.11 and 1.17  

Table 1.1k2is included in the revised format agreed at your meeting. 

You might like to note that because the preliminary estimate of consumers' 

expenditure in the third quarter of 1987 (published today) is slightly 

higher than we had expected consumers' expenditure growth in 1987 now 

rounds up to 5 per cent. There is therefore a small fall in consumers' 

expenditure growth - to 41/2 per cent - next year. This change still leaves 

rounded growth of domestic demand at 4 per cent in both 1987 and 1988. 
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16. 	A version of table 1.17 is circulated for the first time. Some of 

thiliigures may change after being checked further. 

P N SEDGWICK 
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AUTUMN STATEMENT: PUBLIC EXPENDITURE TABLES 

The Chancellor was grateful for your minute of 21 October, on what 

is a tricky issue. There is clearly a case for combining the 

central government and local authority figures, and doing public 

corporations separately. But he does not want at this stage to 

propose a new variant. 

Of the two options discussed in your note, on balance he 

prefers the Table 5 series. However doubtful it may be so far as 

plans are concerned (your point in paragraph 3(iii)), it is clearly 

better for outturns. 	And he thinks (though this, too, is a 

question of balance) that it has the political edge: for example, 

it shows straight away how much we are spending on education. (It 

will also, of course, be more popular with the spending Ministers!) 

The Chancellor feels we can switch to a new presentation when we 

make the complete switch we have proposed for dealing with local 

authorities. 

The Chancellor has two minor comments: 

	

(1) 	Table 5 should include a final line for GGE; 

	

(ii) 	Table 7 should be headed "Local Authority Spending". 

kstv- 
A C 5 ALLAN 
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MR TURNBUTA 
	

11.1.1 10 

PRINCIPAL PRIVATE SECRETARY 

AUTUMN STATEMENT: DEPARTMENTAL PRESS NOTICES 

I attach a draft letter for you to send to Private Secretaries 

asking them to let the Treasury know if they are issuing Press 

Notices in connection with the Autumn Statement, and to clear 

the texts of any such notices with their expenditure Divisions. 

/ 
2. 	Last year DOE caused problems over this. We suggest that 

rather than send them a special letter, MisVRutter telephone 

the Private Secretary and remind him personally of the importance 

of meeting these deadlines and giving the Treasury adequate 

opportunity to comment. 

h melt loviorrew S KALEN 
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DRAFT PRIVATE SECRETARY LETTER 	

// 

bct  epirrj /444414,  L•■•4441,41 	7 

As e415.17=Te1at  ti4i-s—mQsa.i.ug.1.7cabinet, 
intt 

.tilaaJgCabinet&houla.46gdiscuss the outcome of the Public 

Expenditure Survey at its next meeting on 29 October. 

Assuming all the necessary decisions have been taken, 

the Autumn Statement will then be made on Tuesday 

3 November. The Chancellor hopes that Departments 

will be ready as usual to issue Press Notices on the 

same day giving the main features of their programmes, 

and wherever possible, backing that up with appropriate 

material on output, rather than emphasising the money 

spent. 

The Chancellor attaches particular importance 

to ensuring that the texts of Press Notices are agreed 

with the Treasury in advance to ensure both that the 

figuring is consistent and that the presentation is 

in line with the way the Autumn Statement as a whole 

is put over. 

To ensure that the release of Departmental Press 

Notices is properly co-ordinated with the announcements 

from the Treasury, I would be grateful if each 

Department could: 

i. 	notify the relevant Treasury Division by 
ateloe Cr•■ 

Monday 26 October whether it intends to issue 

a Press Notice on the day of the Autumn Statement; 
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provide 	Mrs Burnhams 	here 	(270 5179, 

room 93/1), on Monday 26 October, with the name 

and telephone number of someone in each Department 

who can be contacted about the arrangements for 

sending copies to the Treasury; 

show the Treasury Division concerned a draft 

by close on Wednesday 28 October; 

arrange for the contact to inform Mrs Burnhams 

by close on Thursday 29 October if there is to 

be any modification of the Press Notice following 

the Cabinet discussion; 

provide Mrs Burnhams with 100 copies of 
at. 4+Q ver:I, fvSb. 

the Press Notice by 4.00 pm on Monday 1 Novembej( 

Although these plans are being made to allow for the 

Statement to be made on 3 November, this cannot of 

course be taken for granted. It will depend on the 
Gtni C,1,141,r6V01 

44atearCabinet o 	 

 

.n  1.f. 	For the time being, 

 

therefore, no public statement of the likely date 

of the Statement should be made. I should be grateful 

if you could ensure that knowledge of the arrangements 

is confined to those who need to know. If Departments 

are asked about the date of the Statement, they should 

say that the public expenditure round has not yet 

been concluded and that the Autumn Statement will 

be made as soon as practicable after final agreement 

has been reached. 
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Davickt.X.9wAX(10010b0  

4. 	I am copying this letter toAPrivate Secretaries 

of Ministers in charge of Departments,--t-e—-tierefrerre 

and to Sir Robert Armstrong (Cabinet Office). 

[ACSA] 
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Mr F E R Butler 
Mr Anson 
Mr Scholar 
Mr Gieve 
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Miss Evans 
Mrs Burnhams 

AUTUMN STATEMENT: DEPARTMENTAL PRESS NOTICES 

I attach a draft letter for you to send to Private Secretaries 

asking them to let the Treasury know if they are issuing Press 

Notices in connection with the Autumn Statement, and to clear 

the texts of any such notices with their expenditure Divisions. 

2. 	Last year DOE caused problems over this. We suggest that 

rather than send them a special letter, Miss Rutter telephone 

the Private Secretary and remind him personally of the importance 

of meeting these deadlines and giving the Treasury adequate 

opportunity to comment. 

1,4f2A„ 
B S KALEN 
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DRAFT PRIVATE SECRETARY LETTER 

4+4a_ Prime nur■fser kr-arcaisioc10.1- 

I: this marmi-neyls Cabinet, i-t—i-s----1-nterrd-ed- AsViccuscl-e-r6  

that Cabinet should discuss the outcome of the Public 

Expenditure Survey at its next meeting on 29 October. 

Assuming all the necessary decisions have been taken, 

the Autumn Statement will then be made on Tuesday 

3 November. The Chancellor hopes that Departments 

will be ready as usual to issue Press Notines on the 

same day giving the main features of their programmes, 

and wherever possible, backing that up with appropriate 

material on output, rather than emphasising the money 

spent. 

The Chancellor attaches particular importance 

to ensuring that the texts of Press Notices are agreed 

with the Treasury in advance to ensure both that the 

figuring is consistent and that the presentation is 

in line with the way the Autumn Statement as a whole 

is put over. 

To ensure that the release of Departmental Press 

Notices is properly co-ordinated with the announcements 

from the Treasury, I would be grateful if each 

Department could: 

i. 	notify the relevant Treasury Division by 
CAosteoln 

Monday 26 October whether it intends to issue  

a Press Notice on the day of the Autumn Statements 

tow,,ck L4JP.404.mai raini.sre-r tx‘isrct_s 6D  kNo  ki a— (---'74-E6 
Ph•C>r",5 Cr--(‘ P-Q--r-Q" Co- 	° 



or the contact to inform Mrs Burnhams 

on Thursday 29 October if there is to 

modification of the 'Press Notice following 

Cabin -t discussion; 

cle.A vv."( 

• provide 	Mrs Burnhams 	here 	(270 5179, 

	

14* ....tWQ LAC lex (42 - f a; Azu-i 	e-r-ertac 
room *t/1), on 'o .ay 	Oc o e 	with the name 

     

 

and telephone number of someone in each Department 

who can be contacted about the arrangements for 

sending copies to the Treasury; 

iii. show the Treasury Division concerned a draft 
v4iteN IDALUr,  

by close on Wednesday 28 Octoberlik c&cLe01-*1,44i 

WO Q_ci (AQAAA,  oAdcdn C a-h;oxj L.slitteing2=-BdIrit:StC6W--) 

Iv. 	 100 copies of 
1.1. rso or." 	 2. 

the4Press Notice.) by 4-.-0-9--pm on Monday r November. 
Ch? AeNi tJfI 

Although these plans are being made to allow for the 

Statement to be made on 3 November, this cannot of 

course be taken for granted. It will depend on the 
c (Dr\ 	t s 

the Cabinet el-i-s-eu-s-si-eft---i-ts-e-if. 	For the time being, 

therefore, no public statement of the likely date  

of the Statement should be made. I should be grateful 

if you could ensure that knowledge of the arrangements 

is confined to those who need to know. If Departments 

are asked about the date of the Statement, they should 

say that the public expenditure round has not yet 

been concluded and that the Autumn Statement will 

be made as soon as practicable after final agreement 

has been reached. 

■Ny frevA QlhCL cr 00 AA 2./2. 

v. aiv“/".13 A° I c"DP‘' 	(1.- Le- Pr e c Not CQ- 
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DaAAcktocr9r4=LyaCtac)\0).?-0 

4. 	I am copying this letter tor.Private Secretaries 

of Ministers in charge of Departments te—Davfd—Nurgtove 

(Na=40) and to Sir Robert Armstrong (Cabinet Office). 
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FROM: JOHN GYEVE 

DATE: 22 October 1987 

MRS BURNHAMS cc Mr Scholar 
Mr Turnbull 
Mr A C S Allan 
Miss Rutter 
Mr R I G Allen 
Mr Saunders 
Miss O'Mara 
Mr Pickford 
Miss Walker 
Miss Evans 
Mr Tyrie 

AUTUMN STATEMENT: TREASURY PRESS NOTICE 

Your aide-memoire left it to GE to prepare the Treasury press notice, if any. 

I assume that we will not issue a substantial Treasury press notice on the day 

of the Autumn Statement. 

If a skeleton announcement is made by PQ on Thursday 29 October, it will be 

important that a press notice goes no further than setting out the terms of the 

answer to the arranged written question - I imagine IDT will arrange for that; 

I wed' 
On the day of the Autumn Statement,Lthe press notice will be confined to a copy 

of the Chancellor's statement and a reference to the booklet itself - again I 

assume IDT will organise that. 

Unless you or IDT (or any others) are unhappy with this, I suggest we work on 

that basis. 

JOHN GIEVE 
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FROM: CATHY RYDING 
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MR M GIBSON cc Chief Secretary 
Sir P Middleton 
Mr Monck 
Mr Kemp 
Mr Scholar 
Miss Peirson 
Mr Turnbull 
Mr S J Davies 
Mr McIntyre 
Miss O'Mara 
Miss Evans 
Mr Macpherson 

AUTUMN STATEMENT — NATIONAL INSURANCE CONTRIBUTIONS 

The Chancellor was grateful for your minute of 21 October and is 

content with the draft version of Chapter 3 of the Autumn 

Statement. 

CATHY RYDING 
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FROM: M GIBSON 

DATE: 21 October 1987 

cc 	Chief Secretary 
Sir Peter Middleton 
Mr Monck 
Mr Kemp 
Mr Scholar 
Miss Peirson 
Mr Turnbull 
Mr S J Davies 
Miss O'Mara 
Miss Evans 
MI Macpherson 

AUTUMN STATEMENT - NATIONAL INSURANCE CONTRIBUTIONS 

I attach a draft version of Chapter 3 of the Autumn Statement for 

your approval. 

This will be virtually the same as last year's chapter. We 

have made the necessary amendments in manuscript on a copy of last 

year's chapter, so you can see the changes. 

There are two points I should draw to your attention: 

the section dealing with earnings assumptions on the 

second page has been changed slightly from last year. There 

has been some rise in settlements in recent months, which the 

Industry Act forecast is likely to acknowledge (while being 

optimistic about the future). We think it better to avoid a 

complicated discussion of the forecast in this context, so 

the sentence now reads simply "Figures for settlements are of 

course lower than these earnings figures in both years". 

the table, prepared by the Government Actuary, includes 

a new line covering the effect from next April of the fall in 

the contracted-out rebate from 4.1 to 3.8 per cent for 

employers and from 2.15 to 2 per cent for employees. This 

was announced by Mr Fowler earlier this year, as the footnote 

explains. 	The effect is that contracted out employees will 



• lose marginally (up to a maximum 40p per week), with 

employers losing slightly 	more (up to a maximum 80p per 

week). 	As the final line in the table also shows, however, 

the burden on employers will be lower  as a result of the 

revised limits in the Autumn Statement, Employep will both 

gain and lose from the limits changes, depending on their 

earnings, with the maximum loss 90p a week for those who earn 

more than the present UEL of £295 per week. All the figures 

will be given in Mr Moore's Written Answer on the same day 

as the Autumn Statement and we would expect DHSS to field 

detailed questions on the rebate (if there are any). 

M GIBSON 



3 National insurance contributions 

3.01 The Secretary of State for Social Services has conducted his annual 
review of national insurance contributions, as required by the provisions of 
the Social Security Act 1975. Full details were set out in a statement by the 
Secretary of State on 6Z.I.o.verrther-4-986-. The main proposals are as follows: 

	

3 Wove', 	:7 

the Class 1 insurance rates for employers and employees should remain 
unchanged for 198-7----88-. 

- 

—the lower earnings limit should be increased from April 1987 from the 
present level of La  week to LQa  week in line with the single rate 
retirement pensioJ4 41 

2.35 
the upper earnings limit should be increased from k285 -a week to 

24-5-a week. 
'3 01; 

the earnings limit for the reduced rate brackets should also be increased 
from LIV, L9k and kt40,a week to D!•,, Ll'IgQ and 	a week. 

6! 	loo 	ISO 	 it6 

—the Treasury supplement should be cut from V per cent of contributions 
to X per cent. 	 '7 

This would give the following structure of national insurance contributions: 

Weekly earnings 	 Percentage NIC rate on all earnings 

Employees 	 Employers 

Below £34441 
	

(No NICs payable) 
4-ik3.2 to Le4.-99 65.69 	 5 	 5 
-7o LOE). to L99-99 04.95 	 7 	 7 
lot, L1130 to Z149-49. IC445 	 9 	 9 
IL1`51) to L2 (A5 30; 	 9 	 10.45 

Above k24k5 --0 	 9 on L295 305 	 10.45 

3.02 The necessary orders will be laid shortly with a report by the 
Government Actuary on the likely effect of the changes on the National 
Insurance Fund. In accordance with normal practice, the Government 
Actuary has been provided with working assumptions for use in preparing 
his report. These assumptions, which are not forecasts or predictions, will be 
summarised in his report and include the following: 

—the number of unemployed (GB, excluding school leavers etc) averages 
million in 198.6--82.and 3'*86.million in 198?-88. 

2.7  



3 National insurance contributions 

—the increase in average earnings is exiectfd to declifie from about 
74- per cent between tax years 19:  -is:  and 19844.7 to about 
61 per cent between tax years 198Mand 198M-,. Figures for 
settlements are of course lower than' tAese earnings figures in both years/. 
t 	 declirw-in-sett-lements which 
has-11re 	 now expected. , 

23 
The report will also allow for an uprating of benefits in April 1987 on the 
basis of the 2-lye' cent inctease in thc RPI over the erght-rt48' 	raths4.r  ending in 
September 19%, as announced by the Secretary of State on 12,October 194, 

:g7 	 27 	17 

3.03 The estimated effects of the proposed changes are shown in Table 3.1. 

Table 3.1 Estimated total payments by employers and employees of national 
insurance contributions in 198$--87 and 1987-80 

'7 2 	g q  
Great Britain (L million) 

Employers 	Employees 	Total 

• 

C 	j '2 ("4  C" 12' I 6j1V1t-S 

tf 	iteL44.4** Cerv% Wack.rmi 

relre.k2 

National insurance contributions: 
7, 

1980-87 	 aCit0 12,310 127 it 1 590 2. 41.50 2 
1984-8$ I 	 114,2 40 131'20 1373012 460 2f5S0 255 

Total change 

of which: 

Change in contributions from 
increased earnings, etc 2 	 11170 + 960 g70 +13S0 1-2040 

h 
Change in contributions from  

increase in earnings limits 	 — 110 - rsu + itO -Ng -70 -40 

Figures are rounded to the nearest Lio million. Detailed figures for national insurance contributions will be 
included in the Government Actuary's report on the draft of the Social Security (Contributions, Re-rating) 
(No. 2) Order 198,67As in previous years, figures in this table are on a receipts basis excluding self-employed 
and voluntary contributions. Figures include NHS andtEmployment Protection Allocation contributions. 
Employers' contributions are net of deductions in respect of statutory sick pay andj.0444.7-88., statutory 
maternity pay. 
2  Including population and employment changes. 	 197-82 

.3 A ris a/ft .1) C./WA CO GI I. 	S. 	 svoiu,-- 4'4 16  tiA /9" 

+ Ulf I -12'844 +1020 -1-'67.0 +2.100 +'1*80 

39 
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Treasury Ghambers, Parliament Street, SW1P INNir s Burnhams 
01-270 3000 

23 October 1987 

Robert Culshaw Esq 
PS/Secretary of State 
Foreign and Commonwealth Office 
Downing Street 
LONDON SW1A 2AL 

De_cLr i?ob_031-e 2  

As the Prime Minister indicated at yesterday's Cabinet, Cabinet 
will discuss the outcome of the Public Expenditure Survey at 
its next meeting on 29 October. Assuming all the necessary 
decisions have been taken, the Autumn Statement will then be 
made on Tuesday 3 November. The Chancellor hopes that Departments 
will be ready as usual to issue Press Notices on the same day 
giving the main features of their programmes, and wherever 
possible, backing that up with appropriate material on output, 
rather than emphasising the money spent. 

The Chancellor attaches particular importance to ensuring that 
the texts of Press Notices are agreed with the Treasury in advance 
to ensure both that the figuring is consistent and that the 
presentation is in line with the way the Autumn Statement as 
a whole is put over. 

To ensure that the release of Departmental Press Notices is 
properly co-ordinated with the announcements from the Treasury, 
I would be grateful if each Department could: 

notify the relevant Treasury Division by close on Monday 
26 October whether it intends to issue a Press Notice 
on the day of the Autumn Statement and whether their 
Minister intends to hold a Press Conference; 

on Monday 26 October provide Mrs Burnhams here (270 5179, 
room 44/1), who will be co -ordinating the exercise, 
with the name and telephone number of someone in each 
Department who can be contacted about the arrangements 
for sending copies to the Treasury; 

show the Treasury Division concerned a draft by close 
on Wednesday 28 October and clear with them any 
subsequent modification; 
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deliver 100 copies of the agreed Press Notice to 
Mr N Fray in this office (room 14/2) by 12 noon on 
Monday 2 November. 

arrange for copies of the Press Notice to be available 
to Members in the Vote Office and Printed Paper Office 
when the Chancellor sits down on Tuesday, 3 November. 

Although these plans are being made to allow for the Statement 
to be made on 3 November, this cannot of course be taken for 
granted. It will depend on the conclusions of Cabinet. For 
the time being, therefore, no public statement of the likely  
date of the Statement should be made.  I should be grateful if 
you could ensure that knowledge of the arrangements is confined 
to those who need to know. If Departments are asked about the 
date of the Statement, they should say that the public expenditure 
round has not yet been concluded and that the Autumn Statement 
will be made as soon as practicable after final agreement has 
been reached. 

am copying this letter to David Norgrove (No.10), 	to 
Private Secretaries of Ministers in charge of Departments, to 
the Private Secretaries to the Chairmen of the Revenue Departments 
and to Sir Robert Armstrong (Cabinet Office). 

Yours sincerely 

eA_CtCr\ 

CATHY RYDING 
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22 OCTOBER 1987 

Will the Leader of the House say when we may expect 
the Chancellor's autumn statement? 

Will the right hon. Gentleman arrange for a statement 
to be made about the Government's attitude to space 
research? There is deep and justified concern in the 
scientific and technical community about the 
Government's lack of foresight in the matter of space 
1 L.SUCLI 	and idaluil issues. Bduie any fmal deLision is 
taken in November about our contribution to the 
European space programme, will the right hon. 
Gentleman ensure that the House has a chance to register 
its views? 

As the Government's own Social Security Advisory 
Committee last week urged the Government not to 
proceed with the social fund as planned, and in view of the 
huge loss of income that will be inflicted on people such 
as those who care for the chronically sick at home or on 
pensioner couples who are disabled, will the Leader of the 
House arrange for an immediate debate on those 
proposals so that the Government may further consider 
whether they really want to inflict greater poverty and 
insecurity on those in need? 

In the light of exchanges in the House yesterday about 
security in the Commons, and the difficult position in 
which you. Mr. Speaker, can be placed under the present 
informal arrangements, will the Leader of the House 
arrange for a debate so that the House can consider how 
the security of this palace could be improved by 
establishing a security clearance procedure for all who 
work in it, other than those who are elected? 

In view of the serious constitutional implications that 
would arise if the same person were to be appointed 
Secretary of State for Trade and Industry and chairman 
of the Conservative party, will the Leader of the House, 
who, I understand, has some reservations about that, 
ensure that that issue can be debated in the House in the 
near future? 

Business of the House 934 	935 
933 	Business of the House 

Business of the House 

4 ..13 II/ 
The Lord Privy Seal and Leader of the House of 

Commons (Mr. John Wakeham): With permission, Mr. 
Speaker, I should like to make a statement about the 
business for next week ' 

MONDAY 26 OCTOBER—Opposition Day (1st Allotted 
Day). Until about seven o'clock there will be a debate 
entitled "The need for increased control over the 
possession and use of firearms". Afterwards there will be 
a debate entitled "The inadequacy of consultation on the 
Government's education proposals". Both debates will 
arise on Opposition motions. 

Motions on financial assistance and grant schemes for 
fishing vessels and fish farming. Details will be given in the 
Official Report. 

TUESDAY 27 OCTOBER and WEDNESDAY 28 OCTOBER — 

Debate on a motion to approve the Statement on the 
Defence Estimates 1987 (Cm. 101). 

At the end of Wednesday, motion on EC document 
relating to radioactivity levels in food and water. Details 
will be given in the Official Report. 

THURSDAY 29 OCTOBER—Resumption of the adjourned 
debate on Second Reading of the Scottish Development 
Agency Bill. 

FRIDAY 30 OcrosER—Debate on renewable sources of 
energy, on a motion for the Adjournment of the House. 

MONDAY 2 NOVEMBER—Second Reading of the Social 
Security Bill. 
[Debate on Monday 26 October 1987 
Fishing Vessels (Acquisition and Improvement) (Grants) 
Scheme 1987 (S.I., 1987, No. 1135) 
Fishing Vessels (Financial Assistance) Scheme 1987 (S.L, 
1987, No. 1136) 
Fish Farming (Financial Assistance) Scheme 1987 (S.I., 
1987, No. 1134) 
Debate on Wednesday 28 October 
Relevant European documents: 
7183187 	 Radioactive contamination of 

food, feeding stuffs and drinking 
water 

Relevant Report of European Legislation Committee 
HC 43-U ( 1987-88) para 1] 

Mr. Neil Kinnock (Islwyn): I am grateful to the Leader 
of the House for that statement. However, the House has 
been led to expect that the Government will arrange a full-
scale debate on Scottish economic affairs in the near 
future. Will he now inform us when that debate will be 
held because delay in arranging it will encourage the belief 
in some quarters that the Government's interest in 
Scotland and in its people is proportionate to their low 
representation in that country? 

In the wake of the recent severe storms in England, 
Wales and Northern Ireland, and as the Government's 
response to the immediate and long-term needs of those 
areas has so far been grossly inadequate, will the Leader 
of the House arrange for further statements next week 
from the relevant Secretaries of State? Will he ask them 
especially to specify the arrangements for providing 
longer-term revenue and practical support to those 
stricken areas as the full cost of the damage to 
communications, hospitals, schools and private property 
becomes known? 

Mr. Wakeham: In answer to the last question, the 
Leader of the Opposition should not believe everything 
that he reads in the newspapers. I can give him the clear 
undertaking that I shall not arrange a debate on matters 
concerning the Prime Minister's position as leader of the 
Conservative party. 

On the other matters that the right hon. Gentleman 
raised, the right course of action is to complete the Second 
Reading of the Scottish Development Agency Bill next 
Thursday. That is an important measure which is designed 
to enable further assistance to be given to Scotland, but 
which seemed to meet with some opposition yesterday 
from Members opposite. We shall see how we get on with 
that and consider the other matters through the usual 
channels. 

I cannot promise a further statement on the storms, but 
when my right hon. Friend the Secretary of State for the 
Environment has further information on the extent of the 
damage and on the cost to the local authorities, he will 
have to consider how best to proceed. 

On the autumn statement, the Leader of the Opposition 
is quite right that this is the season of the year in which 
autumn statements normally come. However, f can give 
him no more information other than that it is on its way. 

On space research, the Government have already 
decided not to increase our civil space expenditure above 
the current level of over £100 million a year. They are 
considering further draft proposals from the European 
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22 OCTOBER 1987 	Business of the House 	942.  

Mr. Wakeham : I fully accept that a debate on the 
Health Service is something which many hon. Members 
would like, but I cannot promise it for next week. 

941 	Business of the House 

. r. Wakeham: I shall certainly see that the Bill is iti  
av• 	e as early as possible tomorrow morning. It will 
cer 	y be published tomorrow. 

Mr. Michael Fallon (Darlington): Did the Leader of the 
House hear the Bishop of Durham on lunch-time radio 
whining on again about the declining industries in the 
north-east, and further damaging the image and self-
confidence of our region. lb  it not high firm- that either 

Mr. Speaker: Order. I did not quite hear what the hon. 
Gentleman was saying, but I hope that he was not 
criticising a Member of the other place. 

Mr. Fallon: If you ask me to withdraw, Mr. Speaker, 
I shall do so, of course. 

Is it not time that we had a debate on the north-east so 
that rather than hear its critics whining on again about the 
region's problems, its elected representatives could draw 
attention to the strong economic recovery that is being 
promoted within it by the Government? 

Mr. Wakeham: I did not hear the Bishop of Durham 
on the radio at lunchtime. I was busy thinking about what 
I would say in response to questions directed to the setting-
up of Select Committees. A debate on the north-east is 
important and I shall ascertain what can be done about 
that, but not next week. 

Mr. Bob Cryer (Bradford, South): Will the Leader of 
the House arrange for a statement to be made next week 
on the Settle-Carlisle line? The Leader of the House will 
be aware that there is an outstanding decision on the 
retention of the line, which this year is certainly breaking 
even, even if it is not profitable. It is one of the most 
successful of British Rail's provincial services and people 
use it in their many thousands. Surely the 22,000 objectors 
to closure deserve more than this lingering period during 
which the Government seem unable to produce a decision. 
They are looking to the Government to say clearly that the 
service will be retained, and we could do with such a 
statement next week. 

Mr. Wakeham: I know that the hon. Gentleman is 
concerned about this issue, he having raised it before, as 
have some of my hon. Friends. I shall refer the matter to 
my right hon. Friend the Secretary of State for Transport 
to see whether an appropriate statement can be made. 

Mr. Tony Favell (Stockport): May we have an early 
debate on the proposed BCal-British Airways merger? The 
introduction of competition into road transport has 
brought enormous benefits. A near monopoly of British 

' skies by Lord King, who may be a merry old soul, will not 
bring cheaper fares to passengers. 

Mr. Wakeham : I think that it would be quite improper 
for the House to debate the issue until the report of the 
Monopolies and Mergers Commission is received. 

Mr. Bruce Grocott (The Wrekin): Given the comments 
of the hon. Member for Birmingham, Selly Oak (Mr. 
Beaumont-Dark) about the problems of the Health 
Service in the west midlands, and bearing in mind that the 
chairman of the health authority for that area, a 
Government appointee, has made a statement that the 
Telford hospital, which is due to open next year, may have 
to be mothballed in part through lack of funds, is it not 
high time that we had a debate on the Health Service and 
the cash crisis that it faces? 
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Mr. James Couchman (Gillingham): Will my right hon. 
Friend make time to have a debate on the spectrum of the 
issues that relate to emergencies such as last week's 
hurricane? Kent suffered the worst of the snow in January 
and the worst of the winds in October, and it is now said 
with some cynicism that all we need to complete 1987 is 
a plague of frogs. If that plague of frogs arrives, doubtless 
my right hon. Friends will still be talking about the 
product of a penny rate before a move is made. It seems 
that the time has come for these issues to be debated. In 
January I had to ask for a state of emergency to be 
declared because of the snow. These are serious matters in 
the south-east, which has been afflicted severely on two 
occasions and beyond expectations this year. 

Mr. Wakeham: My hon. Friend raises a good point. 
There are lessons to be learnt and experiences to be shared 
between local authorities in the event of these emergencies, 
and I think that this would make a good subject for debate 
at the appropriate time. 

Mr. Dennis Skinner (Bolsover): In a week that has seen 
the biggest crash on the British stock market-22 per 
cent.—without a statement being made in the House by 
any spokesperson of the party of popular capitalism, why 
can the Chancellor of the Exchequer be allowed to flit 
between BBC and ITV studios throughout two entire days 
to try to explain that there is plenty of confidence without 
being called upon to defend the argument at the Dispatch 
Box? Not too long ago a Chancellor of the Exchequer, 
faced with such a collapse, would have been expected to 
answer questions on the subject. Yet the Leader of the 
House told my right hon. Friend the Leader of the 
Opposition that he does not even know when the 
Chancellor of the Exchequer will present the autumn 
statement. What is happening? Has everyone on the 
Government Benches gone shy about popular capitalism? 

Mr. Wakeham: I told the Leader of the Opposition that 
I was not in a position to tell him on what date the autumn 
statement would be made. I did not say that my right hon. 
Friend the Chancellor of the Exchequer did not know 
when it would be made. I do not know whether he knows 
or does not know. I do not believe that it would be helpful 
or necessary for the House to have a debate on the goings 
on on the Stock Exchange. As I understand it, the price 
of shares is about what it was last April. 

Mr. Spencer Batiste (Elmet) : My right hon. Friend will 
recall that before the summer recess he was asked on a 
number of occasions whether there could be a debate on 
the space industry. Since then there have been speeches 
that have suggested that policy in this important area is 
under review. Given the considerable anxiety in the House 
on the future of this vital industry and the concern that it 
should not be jeopardised, can my right hon. Friend offer 
an early debate on the matter, certainly before the 
important meeting of Ministers in November at the 
European Space Agency? 

Mr. Wakeham: I recognise the importance of the 
matter, but I do not think that I can add anything to the 
answers that I have already given. 

Mr. John Fraser (Norwood): In view of the answer 
given by the Prime Minister earlier today. are we to have 
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FROM: CATHY RYDING 

DATE: 23 October 1987 

MR SEDGWICK 	 cc Sir T Burns 

CHAPTER 1 OF THE AUTUMN STATEMENT: 

ECONOMIC PROSPECTS FOR 1988 

CONFIDENTIAL 

R.° 

The Chancellor was grateful for your minute of 22 October. 

	

... 2. 	I attach a copy of Chapter 1 with the Chancellor's drafting 

suggestions. 

	

3. 	The Chancellor has commented that if you are very attached to 

1.31, the point can go in in small type as a footnote to table 1.12. 

CATHY RYDING 
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ECONOMIC PROSPECTS FOR 1988 

SUMMARY 

1.1 GDP is forecast to grow by 3 per cent in 1988, following 

growth of 4 per cent this year. 

L 
0:irt 	24017,  pr1-1-J 	ork 

Assumptions 	1.2 The forecast assumes 

are operated within the 

# 1 

 ( Financial Strategy - (4TFS). 

close to recent levels, and 

average $18 a barrel-7.3 

/,- 

The PSBR is expected to be about £1 billion in the current 

financial year, some £3 billion below the figure set in the 
aSSuh,v., 

Budget. 	The forecast 

similar PSBR for 1988-89i ItILe. 361CP 	
AA :,4k%-os.. 1  

Demand and 	1.3 The economy has been growing strongly during the past 

Activity 	year. GDP growth in 1987 is likely to be about 4 per cent, 

with manufacturing output growing at over 5 per cent. 

Domestic demand has continued to grow at much the same rate 

as in 1986, but with some change in its composition: 

investment growth has been higher and consumers' expenditure 

growth lower than in 1986. Non-oil exports have increased 

strongly. In 1988 GDP is forecast to grow by 3 per cent. 

Labour market 1.4 Employment has also risen strongly over the past year, 
5 a.n.A.LACA-1. 	— 

with unemployment falling by 400,000; the 	
_1 

decline since the war. 	There are good prospects for a 

continued fall. 

1.5 Inflation is expected to remain low. The annual increase 

in the retail prices index (RPI) is forecast at 4 per cent in 

the fourth quartesof 1987, as envisaged at the time of the 

Budget, and is taaet o ris temporarily to 41 per cent in 

the fourth quarter of 198 . abour costs have increased very 

slowly over the past yea5 r:as-a-r,4e044--et3 rapid productivity 

growth and this pattern is expected to continue in 1988. 

Inflation 
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World Economy 1.6 GNP in the main industrial countries is forecast.° <fro' 

by around 21 per cent in both 1987 and 1988. World trade i 

manufactures has picked up this year and should grow at jus 

under 5 per cent in 1988, reflecting faster growth o 

industrial production in the industrial countries. Inflatic 

is expected to remain low, although there has inevitably bee 

some rebound from the very low figures produced by 1a5 

year's drop in the oil price. 

1.7 The UK current account is now estimated to have bei 

in deficit by El billion in 1986 following the fall in t 

So far in 1987 it has been particularly errati 

oil price. account deficit of £24 billion is expected th A current 
year (about i per cent of GDP), in line with the foreca 

made at Budget time. With the UK expected to contin 
MCI ON 

growing faster than other#044,Eindustrial countries for 

little while, a current account deficit of £31 billion (alp( 

1 per cent of GDP) is forecast for 1988. 

WORLD ECONOMY  

Recent Developments  

1.8 The major seven OECD economies are 

expansion. There was some weakening in the 

3 per cent a year to just below 24 per cent, 

strengthening a little. 

now in their fifth year 

second half of 1986 from arc 

but growth now appears to 

1.9 The weakness in world growth was largely due to the difficultie 

adjusting both to the collapse in oil prices in early 1986 and to 1 

changes in exchange rates. Lower oil prices led oil exporters to cut 

their imports sharply. Moreover, with many non-oil commodity prices fal 

to their lowest post-war levels in real terms, other primary producers 

had to restrain their imports severely. As a result, exports from the 

industrial countries were depressed, and industrial production rose by 

1 per cent in 1986. 

1.10 Domestic demand in the seven major countries grew strongly in 

encouraged by substantial terms of trade gains and lower interest n 

though it has slowed more recently. The slowdown was most marked in th 

UR trade and 

current 

account --  



re . 	ing the effects of the dollar's depreciation and some tightening of 

policy. 	In Japan and Germany exports have weakened following the 

appreciation of their currencies and this also produced some weakness in 

_ 	€:EllilID 
1.11$1ped by the greater exchange ratest ility a ieved by the Louvre .....!P 

/ Accord and by some strengthening ir4riwit:or .emand 	ve oping countriesior 
1 

! -k\  Irherk!--estpect:Qilctivity in the seven major countries appears to have picket 

; CUVISIli-J-464 -1 -18 -7--i-ggregate industrial production was 3 per cent higher than 

4e44141  

1.12 Consumer price inflation has increased to about 3 per cent as a result 

of some recovery in oil and comniodity prices from the very low levels 

reached in 1986. There has been no pick up in the growth rate of earnings 

and domestic costs. 

Chart 1.1: Real commodity prices* 

business investment. 
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1.13 The current account surpluses of Japan and, to a lesser extent, 

Germany have now started to decline. In the United States) trade volumes are 

responding to the decline in the dollar, but the current account is taking 

longer to turn •round. 

1.14 Oil prices rose to over $20 per barrel for a short time in the summer 

before _falling back a little to between $18-19 per barrel as OPEC production 

expanded. Real non-oil commodity prices have recovered somewhat from the 

extremely low levels reached in the second half of 1986, but they remain 

well below their historical average. Food prices are particularly weak. 
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Chart 1.2: Real oil price3 
0.1  
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Prospects  

1.15 Table 1.1 shows the forecast for activity and inflation in the majoi 

seven industrialised countries, and for world trade. The recent shari 

in securities markets have contributed to the uncertaintie 

a taching to the forecast. 

Table 1.1: World economy 

Per cent changes on a year earlier  

Forecasts  

1986 	1987 	1988 

Major seven countries
1  : 

Real GNP 	
21 	21 	 21 _ 

Real domestic demand 	 31 	21 	 21 

;. 	 Industrial production 	
1 	 3 	 31 

Y 	Consumer prices 	
2 	 21 	 3 

World trade at constant prices 

Total imports 	
41 	:3t 	 4 

Trade in manufactures 	 2 	 31 	 41 

Main developed countries' exports 	11 	 21 	 31 

of manufactures weighted by UK 
market share 

1 US, Japan, Germany, Prance, UK, Italy and Canada 
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1. 	The forecast assumes that North Sea oil prices average around $18 per II! 
barrel until the end of 1988. Real non-food commodity prices may continue 

to increase slightly over the next year or so, especially if industrial 

production in the major OECD countries grows reason n ly, but food 

prices are forecast to remain weak. 

1.17 In the US there is little likelih... of more rapid growth of domestic 

demand in 1988 as the economy adjusts to its twin deficits, though the 

probable slowdown in consumers' expenditure could be in part offset by 

higher investment buoyed by rapid export growth. The recent fiscal package 

in Japan and the tax cuts planned in Germany should help sustain the growth 

of their domestic demand. 

1.18 Industrial production growth in the seven major countries should 

increase again in 1988, helped by a continued recovery in their exports. 

1.19 World import volumes are likely to rise by about 31 per cent in 1987. 

This is somewhat slower than in 1986 when oil trade was very buoyant 

following the fall in price. Total world trade in manufactures, on the 

other hand, has strengthened and may grow by just under 4 per cent in 1987. 

F Growth in world trade should be slightly higher in 1988. Imports into non-

oil developing countries are expected to grow more strongly, despite the 

debt problems facing some of these countries, since the export earnings of 

primary producers will be increased by higher commodity prices. OPEC 

countries may cease cutting back their imports. Reflecting this change in 

the geographical distribution of trade, growth in trade in manufactures is 

expected to increase in 1988. 	of - 9 
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TRADE AND THE BALANCE OF PAYMENTS 

Exchange rates 

i/  1.20 Exchange rates between major currencies have remained b oadly stable 

following the Louvre meeting of Finance Ministers[ei—stijof the leading 

Sterling has reflected this general 

range for several months. The forecast assumes that sterling remains 

- 

Lie-f 

industrial countries in February. 

stability, particularly against the Deutschemark, moving within a narrow 
Ar- 

Nro 
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Relative costs and prices 

1.21 Unit labour costs in the UK rose broadly in line with those of 

overseas competitors in the year to mid-1987. This has meant that the large 

gain in competitiveness in 1986 has been sustained. 

Trade volumes (goods other than oil) 

1.22 The volume of UK manufactured exports, which remained flat in the 

first half of 1987, has been rising again in recent months and this should 

continue in 1988 as markets for UK exports expand. Total non-oil export$ 

are likely to increase by about 4 per cent in 1988 compared with a projecte< 

7 per cent rise in 1987. 

10 
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"It 1.4: Export volumes (goods less oil) 
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1.23 Chart 1.5 shows how the 

in manufactures, which declined during the 1970s, has been broadly 

since 1981. 

Chart 1.5: UK shares of world trade in manufactures 
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1.24 Non-oil imports, which fellsharply in the early part of this 

have since risen again rapidly. 	The out-turn for the year as a whole, 

however, seems likely to be close to the Budget forecast in spite of the 

stronger than expected growth of domestic activity. Non-oil imports are 

forecast to rise by 5i per cent next year compared to 8 per cent in 1987. 

Chart 1.6: Import penetration 

SmARE OF IMPORTS OF GOODS ( EXCLUDING OIL) 
IN TOTAL DOMESTIC DEMAND 

1.25 Net oil trade is likely to show a surplus of £4 billion in 1987 - 

similar to 1986. Lower North Sea output has been offset by higher oil 

prices ]?and a fall in domestic demand for oil. In 1988 North Sea 

production is likely to decline again and be close to the centre of the 

range published in the Department of Energy's 1987 Brown Book. At the sane 

time, domestic oil demand is likely to rise somewhat in response to rising 

activity. The oil trade surplus may decline by about £1 billion in 1988. 

Trade prices and the terms of trade 
D rk4.,11- 11}.- 

LI 
1.26 The terms of trade, which fell sharply during 1986 

fall in oil prices and sterling's depreciation, have recovered 

1987 as a result of higher oil prices, lower food prices and the rise in th 
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Texchange rat 	Little change in the terms of trade from the 
Table 1.2: Visible trade 

Per cent changes on previous year 

All goods  

 

Goods less oil 

    

Export 
volume 

import 
volume 

Terms of , 
trade* 

Export 
volume 

Import 
volume 

Terns of 
trade* 

1986 34 64 -54 4 54 -1 
1987 Partly 

forecast 
54 7 li 7 8 1 

1988 Forecast 3 6 i 4 54 i 
* The ratio of UK export average values to import average values. 

Invisibles and overseas assets 

seems  likely to be about the 

] same in 1987 as in 1986. The surplus on services should recover from last 

year's fall which was attributable partly to a decline in the number of 

tourists visiting the UK. Net earnings from interest, profits and dividends 

are expected to be higher despite some apparent narrowing of margins on 

banking business. These improvements should broadly offset an increase in 

the deficit on transfers, largely reflecting increased government 

contributions to the European Community. The invisibles surplus should 

increase again in 1988 as a result of a higher net surplus from interest, 
profits and dividends. 

1.28 The value of the stock of UK net overseas assets, which rose by 
£37 billion to £114 billion by the end of 1986, has been affected during 
1987 on both sides of the account by movements in financial markets in the 
UK and overseas, as well as by exchange rate changes, but the net position 
has probably changed little compared with the end of 1986. 

Table 1.3: Current account 

£ billion 

Non oil goods 
Manufactures 	Other 	Oil 	Invisibles Current 

balance 

1986 	 -54 	 -7 	4 	 74 	-1 
1987 Partly forecast 	-74 	 -64 	4 	 74 	-24V 

1988 Forecast 	 -9 	 -6 	3 	 84 	-34 ‘• 

Ilipresent level is forecast 	988. 

1•27 The substantial surplus on 



129 The current account wai in deficit by 111 billion in the third 	ter 

of this year after a surplus of Ei billion in the first half of the year. 

The forecast for the year as a whole is for a deficit of 121 billion, in 

line with the projection made at the time of the Budget. This is equivalent 

to about 1 per cent of GDP. The forecast for 1988 is for a slightly higher 

deficit of 0/ billion, reflec-ting the fall in the oil surplus. 

Chart 1.7: The current account of the balance of payments (surpluses and 

deficits as a per cent of GDP) 
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DEMAND AND ACTIVITY 

1.30 The UK economy has been growing 
01-‘344.1 

steadily atE!.1.60-t113 per cent a year 

on average since early 1981, with only minor fluctuation 

wth was 

ta-iod-f fit_saw-gediett 

net 

er the year to the first half oi ew b 

1987, 31,Dwi4,  

11.31 Discrepancies in the nati 
fully to explain recent gr.wth 

components of final expendi 

estimates of GDP suggest 

first half of 1987 	expendi 

cent growth. 	the output-bas 

that it it is not possibl, 

utput in terms of changes in th 

While the output and income base 

f just over 4 per cent over the year to th 

e-based estimate of GDP shows about 21 pe 

estimate is the most reliable indicator o 

al accounts 



short-term GDP movements, it s 

are being significantly under 

growth in domestic de 

half of 1987, co..  •  with 3i 

reflect inaccuracies in the pu 

that some componentirof expenditure 

rded. Thus the recorded slowing down in 

under 3 per cent over the year to the first 

r cent growth for 1986 - may in part 

hed statistics. 

1.32 Over that period output growth has been strong in all sectors of the 

economy other than North Sea oil production, which has fallen. Output of 

the service industries rose by 5 per cent between the first halves of 1986 

and 1987, manufacturing output by over 4i per cent and construction output 

by 7i per cent. The recent rise in construction output has reflected not 

only growing private sector housebuilding, but also higher commercial 

building activity. Results of the latest DTI investment intentions survey 

and the CBI quarterly industrial trends enquiry, together with recent 

figures for construction orders, suggest that commercial and industrial 

building is likely to be an important source of further growth in 

construction output over the next year or so. 

Personal sector expenditure 

1.33 Consumers' expenditure is now estimated to have increased by 5i per 

cent in 1986, substantially more than growth in real personal disposable 

income. The personal savings ratio fell by about 1 percentage points 

between 1985 and 1986, bringing it back to around the average level of the 

late 1960s and early 1970s. There are at least two major reasons why the 

savings ratio has fallen in recent years. First, the decline in inflation 

has reduced the extent to which households need to save simply to make good 

the erosion of past savings. Secondly, employers' contributions to pension 

funds have been falling relative to personal disposable income in recent 

years as companies have reacted to the surpluses that many funds have been 

showing: these contributions are treated in the national accounts as part of 

personal income and saving. This fall is unlikely to have had a large 

effect on consumers' expenditure and hence will have shown up as a fall in 

the recorded personal savings ratio. Chart 1.8 shows the savings ratio and 

the share of employers' contributions to pension funds in personal 

disposable income. 
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1.34 For 1987 as a whole consumer spending may rise by about 5 per cent 

similar to the rise in real personal disposable income. In 1988 consume 

spending may grow by about 4i per cent, with little change in the saving 

ratio. 

1.35 The housing market remains very buoyant. Although private housin 

starts have fallen hack from their high first quarter levels, for the firs 

eight months of 1987 as a whole they were 7 per cent higher than the yea 

before, while private completions were 8i per cent higher. With investmer 

in improvements rising fast, private housing investment in 1987 as a who] 

may record an increase only a little below the 12 per cent rise seen : 

1986. Housing investment is expected to rise further in 1988. 

Company incomes and expenditure 

1.36 The rate of return of non-North Sea industrial and commerci 

companies (ICCs) rose sharply again last year, and was back almost to t 

level recorded in 1973; while the rate of return 	manufacturing compani 

was more than 31 times the level recorded in 1981. 	sharp fall in Nor 

Sea companies' profits brought the net real rate of return earned by a 

ICCs in 1986 to some 10 per cent, below net earnings in 1985. But North S 

profitability appears to have improved this year as a result of the parti 

recovery in the oil price while the rate of return of non-North S 

companies has continued to rise, helped by strong growth in productivity. 
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1.37 Non-North Sea business investment has recovered strongly in the first 

half of 1987. This follows a period of weakness in 1986, caused by bringing 

foward of capital spending into 1985 ahead of the final stage of the changes 
in capital allowances announced in the 1984 Budget._ Manufacturing 

investment, including assets leased from finance lessors, rose some 7 per 

cent between the second half of 1986 and the first half of 1987. The 
projections of the DTI's June -  investment intentions survey (4 per cent 

growth in manufacturing investment in 1987 and 8 per cent growth in 

investment on average in all industries covered) now seem likely to be 

exceeded. The recent performance of output and profitability suggest that 

manufacturing investment could well accelerate next year. North Sea 

investment seems likely to fall again this year, to less than two thirds of 

the 1984 level, but may change little further next year. 

1.38 Stocks fell in the first half of 1987. Given the sharp rise in sales, 

there may have been some involuntary element in the fall in manufacturing 

stocks. The full effect of the abolition of stock relief in the 1984 Budget 

may now have largely fed through, and responses to recent CBI enquiries 

suggest that a more positive trend in stockbuilding is now in prospect. 

Thus while stock output ratios are expected to fall further over the second 

half of 1987 and in 1988, the absolute level of stocks is likely to rise. 

Stockbuilding is forecast to make a small positive contribution to growth 

next year but to remain on a modest scale compared with many years in the 

1960s and 1970s (see Chart 1.10). 
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Prospects for demand and activity 

1.39 Growth in 1987 is expected to be around 4 per cent, but in 1988 to 

fall hack closer to the average rate recorded since 1981. (See table 1.4). 

The slower growth reflects a fall1  it prth r oil pr uction and th re ore 

net oil exports, and also a contribution from non-oil 
A 	 -) 

next year. Growth in 1987 and 1988 cannot yet, howev r be fully explained 

in terms of expenditure because of the large discrepancy between the 

expenditure estimate of GDP and the average estimate in the first half of 

1987. 

1.40 North Sea output fell by some 2 per cent between the first halves of 

1986 and 1987 and is expected to decline further in 1988. In both 1987 and 

1988 declining output in the North Sea may reduce GDP growth by around per 

cent. Manufacturing output is forecast to rise rather faster than total non 

North Sea GDP in both 1987 and 1988. 



2 Average meas 

INFLATION 

Tab e 1.4: Domestic demand and GDP 

Per cent changes on a year earlier 

1986 

Forecasts 

1987 	1988 

Domestic demand 

Exports of goods and services
1 

1 
Imports of goods and services 

Domestic production: GDP
1 , 2 

Manufacturing production 

4 

3 

6 

3 

1 

(34) 

(54) 

(3) 

4 

54(64) 

64(7 	) 

4 	(44) 

5 

4 

24(34) 

54(5 	) 

3 	(34) 

4 
1 Non-oil shown in brackets 

t the time of the Budget, the annual rate of inflation as 

I rose slightly during the summer, reflecting the profile 

ra s and petrol pries in 1986. (The national accounts measure 

pri ces has been shopiring a markedly lower rate of inflation than 

by under 24 pei cent over the year to the second quarter of 

iee—inflat4o4)is likely to average 4 per cent in the fourth 

1987, in line with the Budget forecast. Producer output price 

inflation has been a little higher this year than forecast at Budget time, 

a.0.1 the rate of increase of costs of materials and fuel has been rather 

faster than expected. 

1.42 The underlying annual rate of increase in average earnings has risen 

slightly from 74 per cent at the start of the year to 7i per cent in recent 

months. This is more than accounted for by a rise in overtime payments. 

Adjusted for overtime hours the underlying growth in average earnings has 

actually fallen over the last year, reflecting a significant fall in the 

level of pay settlements during the second half of 1986. However, there are 

signs that this downward trend in pay settlements has to some extent been 

reversed over recent months. 

1.43 Growth in unit labour costs has been kept down by the rapid growth of 

productivity and by relatively slow growth in non-wage labour costs. 

Indeed, unit labour costs in manufacturing may have hardly risen at all 

between 1986 and 1987. For the first time since 1983, unit labour costs in 

manufacturing in the other major industrial countries have on average risen 
AWL 

faster than iniUK. 

1.41 As forecast 

measured by the 

of mortgage 

of consumer 

the RPI: it 

1987.) C
. 

 

quarter of 



Chart 1.11: Unit labour costs 
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Prospects  

1.44 The very low growth in costs over the last two years has not been 

fully reflected in producer output prices. With the benefit of substantial 

gains in competitiveness relative to producers overseas and fast growth in 

demand, UK manufacturing industry has experienced large increases in profit 

margins. Profit margins may continue to rise, if a little more slowly than 

in recent years. Thus in spite of slipt,..1 faster growth inLcosts, producer 

output prices are forecast to rise next year by about the same amount as 

this year and last. (See table 1.5). 

Table 1.5: Costs in manufacturing 

Per cent changes on a year earlier  
Unit labour Cost of materials Estimated total Output 

costs 	and fuel 1 unit costs
2 	prices

1 

1985 4 4 4 

1986 3i -11 - 	* 

1987 Partly forecast i 51 11 

1988 Forecast li 3 2 

61 
4* 

4* 

4* 

1 Producer prices excluding food, drink and tobacco 

2 Including costs of bought in services 



1  41/ 
1.45 Retail price inflation is expected to fall below 4 per cent by the end 

of the fourth quarter of 1987, but given the conventional assumption of a 

full revalorisation of specific duties in the 1988 Budget, compared with the 

standstill in the 1987 Budget, and the need for higher electricity prices to 

finance the industry's investment programme there is likely to be a 

temporary rise in the annual rate of increase in the RPI after the first 

quarter of 1988. In the light of this, the forecast is for the RPI to 

increase by 41 per cent over the year to the fourth quarter of 1988. 

Table 1.6: Retail prices index 

Weight in 
1987 

Food 16i 

Nationalised industries i  6 	. 

Housing 15 

Other 62# 

Total 100 

Per cent  changes on a year earlier  
Forecasts 

1986Q4 	1987Q4 	1988Q4 

31 	 3i 	 3 

31 	 2i 	 61 

7 	 71 	 at 
24 	 31 	 41 

34 	 4 	 41 

1 Includes water 

1.46 The GDP deflator measures the price of domestic value added - 

principally unit labour costs and profits per unit of output - and excludes 

import prices. The GDP deflator at market prices is forecast to rise by 41 1, 

per cent in the current financial year, just below the Budget forecast, 

following an increase of 3 per cent last year. The higher rate of increase 

this year is more than accounted for by a recovery in North Sea profits 

following their fall of over 50 per cent in 1986-87. The GDP deflator is 

now forecast to rise by 44 per cent in 1988-89. 

PRODUCTIVITY AND THE LABOUR MARKET 

1.47 The growth in the employed labour force in Great Britain has been 

gathering pace over the last year: in the twelve months to June 1987 it is 

estimated to have risen by 372,000. Since 1983, there has been an increase 

of around 1,350,000 in the number of jobs. The strong growth in 

manufacturing and construction output this year has been reflected in 

particular in a rise in male employees: the 86,000 rise in the six months to 

June was the largest half yearly rise since the first half of 1973. 



Table 1.7: Employment 

Thousands, change in GB seasonally adjusted 

Employees in Employment 	Self- 	HM 	Employed 
employed Forces labour force 

Male Female 

June 1984 to 
June 1985 +82 +191 

June 1985 to 
June 1986 -56 +151 

June 1986 to 
June 1987 +72 +200 

+ 17 	-4 	+108 

+102* 	-3 	+372 

+115 	0 	+387 

* Figures for self-employment over the last year is a projection based 
on self-employment growth over the previous five years. 

1.48 Productivity has been growing strongly,with manufacturing 

productivity now estimated to have risen by 4 per cent a year on average 

ince 1929. Underlying growth in labour productivity now appears to be air 

1 	041.- higher than the rate experienced in the 1960s. This has been 

accompanied recently by a substantial improvement in capital productivity. 

Non-manufacturing output per full time equivalent has risen by about li per 

cent a year since 1979, and by about 2* per cent a year since 1983. Output 

per head has grown less than this as result of the large rise in part-time 

employment. 

Table 1.8: Output per head of the employed labour force 

Annual averages, per cent change  
1964-73 	1973-79 	1979-87  

31 	 / 	 4 

 
1 2 	 3 	 1 	( 1) 	11 (11) 

21 	 11 (14) 	2 	(2i) 

21 	 i 	( 1) 	11 (2 ) 

1 Excludes public services and North Sea oil and gas extraction 

2 Figures for output per full time equivalent in brackets 

Unemployment 

, 

1.49 Since June 1986 seasonally adjusted adult unemployment has fallen for 

sixteen months in succession, by some 437,000 in total; the number of 

unemployed school leavers has also fallen, by some 48,000 over the last 

Manufacturing 

Non manufacturing 

Whole economy 2 

Non-North Sea economy 2 



year. The greater part of the -improved trend in unemployment is 

attributable to the strong growth of output and employment this year. The 

remainder is due to various government measures to provide training or work 

experience for the unemployed, or to help them to find jobs. The 

encouraging prospects for the UK economy over the next year mean that a 

continued fall iü unemployment is likely. The main danger to the chances ot 

further progress in reducing unemploymentis of pay settlements being too 

high. 

Financial developments  

1.50 The sterling exchange rate, as already noted, has been broadly stable 

over the past eight months, following the conclusion of the Louvre 

agreement. 	During that time there has been a substantial inflow into the 
//--- 	 ammo reserves amounting to some (billion. 	Short-term interest rates  

eilseogibikez:fwasgiffiarposommi remain historically high in real terms. Long-term 

rates throughout the world, which fell in the early part of the year, were 

edging up again until the stock market fall in October. In the UK, unlike 

the US and most other countries, the yield curve is flat. 

1.51 The year-on-year growth of MO has been somewhat above the midpoint of 

its 2-6 per cent target range in recent months, in part reflecting earlier 

falls in interest rates. MO is expected to  contintl  to grow quite briskly 

I/  in the immediate -  futur before slowing  doig/tsla-reee+t-e4-the-*444-4a 

	

-kftterest_rates_ln,Augus 	 recent sharp-fskl-in-the-stoc 

<775;;T:75;71:r144.441 

1.52 Broad money has continued to rise rapidly. This has reflected at 

least in part increased deposits by companies and financial institutions. 

The strong  broad money, which has been evident in recent years, is 

to a „Iirogie extent the consequence of financial innovation and 

liberalisation. On the balance of evidence, monetary conditions remain 

firm. 

Fiscal developments  

1.53 Tables 1.09 to 1.11 show both the Budget projections and latest 

forecasts for general government expenditure and receipts and public sector 

borrowing in 1987-88. They show also the 1986-87 outturn. The PSBR in 

1986-87 was £3i billion, nearly El billion lower than estimated in the 1987 

FciAR. Lower central government borrowing, more than accounted for by higher 



than expected tax revenues, 

downward revision, 

was responsible for about two-thirds 0 
with the remaining one-third due to lower than expecte 

local authority borrowing. 

of 1987-88 the PSBR was Eli billior 

borrowing was about Eli billion lower the 

revised forecatt- for 1987-88 as a who] 

1.54 In the first s ix months 

Excluding privatisation proceeds, 

in the first half of 1986-87. The 

is 	PSBR of El b'lli n, about i
rk  illion lower than orec st in he FSBi 

- 

1.55 Table 1.09 shows the relationship between 

planning total and general government expenditure. 
public expenditure planning total is expected to be El billion lower th 

. was forecst in the FSBR. This is largely accounted for by higher capit 

--

\receipt bi) local authorities and New Towns... pccluding privatisati 

proceeds, general government expenditure is now projected to increase 

5 per cent in 1987-88, a little less than the increase in 1986-87. 

Table 1.09: General Government Expenditure 

E billion 

1986-87 
Outturn 

1987-88  
Budget 
Forecast 

 

Latest 
Forecast 

the public expenditu 

The outturn for t 

Public expenditure planning total 
Interest payments 
Less public corporations market 

and overseas borrowing 

Other adjustments 

139.4 148.6 147.6 
17.4 17.9 17.8 
-1.5 -0.8 -0.7 

6.9 
	

6.2 	 6.7 

General government expenditure 165.1 	173.5 i6;hrmi  172.8 
-  3(  

of which 
Privatisation proceeds 	 -4.4 -5.0 	-5.0 

1.56 
Table 1.10 shows the forecast for general government receipts. 

forecast of tax and national insurance revenues has been increased by 

over £21 billion since the Budget. The forecast of on-shore corpora 

tax, including ACT, is about £1 billion higher, mainly reflecting ul 

revisions to profits estimates for 1986 in the recent Blue Book and, 
ii 

case of ACT, a higher level of dividend payments so far in 1987. The ul 

revision of Ei billion to North Sea revenues is more than accounted f, 



111 
th-d higher dollaT oil price than was assumed at Budget time. The forecasts 

of personal income tax, VAT and national insurance contributions are also 

each about fi billion higher than in the PSBR. General government receipts 

in total are now forecast to rise by nearly 7 per cent in 1987-88, following 

an increase of Si per cent in 1986-87 (when North Sea revenues more than 

halved). 

Table 1.10: General Government Receipts 

f billion 

1986-87 	1987-88  
Outturn 	Budget 	Latest 

Forecast 	Forecast 

Taxes on income, expenditure and capital 119.6 127.8 130.1 

National insurance and other contributions 26.7 28.5 28.9 

Interest and other receipts 13.3 12.6 12.3 

Accruals and adjustment 0.5 0.0 -0.2 

Total receipts 160.2 168.8 171.1 

of which North Sea revenues 4.8 3.9 4.5 

1.57 Table 1.11 shows the old and new forecasts for borrowing. The PSBR 

forecast is still subject to a great degree of uncertainty: the average 

error on PSBR forecasts for the current financial year made in the autumn is 

4 per cent of GDP, or £24 billion. But on the basis of this forecast, the 

PSBR, both including and excluding privatisation proceeds, will be lower as 

a proportion of money GDP than in any year since 1970-71. 



PSBR as per cent of GDP 

• 

Table 1.111 Public Sector Borrowing - 
••••••• 

E billion 

'1986-87 
Outturn 

1987-88 
Budget 
Forecast 

Latest_ 
Forecast 

General government expenditure 

General government receipts 

165.1 

160.2 

173.5 

168.8 

172.8 

171.1 

General government borrowing requirement 

Public corporations 	market and overseas 

borrowing 

4.9 

-1.5 

4.7 

-0.8 

1.7 

-0.7 

3.4 	3.9 	 1.0 
PSBR 

Memorandum item:- 

PSBR excluding privatisation proceeds 	7.9 	8.9 	 6.0 

As per cent of GDP 	
2 	 2 

WWW0.1k, 
	 L-777 



IliT le 1.12: Economic prospects: summary 

 

Forecast 

 

Average 
errors 
from past, 

forecasts = 

   

   

percent changes 
1986 to 1987 1987 to 1988 

A Output and expenditure 
at constant 1980 prices 

Domestic demand' 
of which: _ 

Consumers' expenditure 
General government consumption 
Fixed investment 
Stockbuilding (as per cent 
of level of GDP) 

_ 

Exports of goods and services 

Imports of goods and services 

Gross domestic product: total 

manufacturing 

Inflation 

Retail prices index 
198604 to 1987Q4 
1987Q4 to 1988014 

Deflator for GDP at market prices 

Financial year 1987-88 

Financial year 1988-89 

Money GDP at market prices 

Financial year 1987-88 

Financial year 1988-89 

Balance of payments on current account 

4 4 1 
5 41/2 13/4 
1 1 1 
51/2 41/2 23/4 

0 12 3/4 

5 11 21/2 21/2 
6 11 51/2 23/4 
4 3 i 
5 4 21/4 

per cent changes 
4 
43/4 2 

per cent changes 
on a year earlier 

4 14 

41/2 2 

f billion2  

419 (8i) 

452 (7i) 11/2 

1987 	 -21/2 
1988 	 -31/2 	 3  
1 The errors relate to the average differences (on either side of the central 

figure) between forecast and outturn; the errors given for constant price 
output and expenditure are relevant to the forecast for next calendar or 
financial year. The method of calculating these errors has been explained 
in earlier publications and Government forecasts (see Economic Progress 
Report June 1981). The calculations of average errors are based on 
forecasts made between 1975 and 1985. 

2 Per cent change on previous financial year in brackets 



e billion at 

Ccesumers e  
eVenditure  

1962 
1963 
1964 
1985 
1966 
1967 
1988 

1986 Hi 
H2 

1967 Hi 
H2 

1988 01 
02 

138.4 
144.0 
147.1 
152.5 
161.3 
169.1 
176.6 

79.6 
81.6 
83.0 
86.2 
87.6 
89.0 

seasonall ad usted 
'Dotal Eavorts 
fixed of goods 

invest- and 
sent services 

Change 
in stocks 

1980 prices 

General 
government 
consumption 

	

Less 	Less 
imports Adjustment Plus 
of goods to factor Statistical 
fi services 	cost 	adjustment 

	

59.2 	30.6 

	

62.7 	31.6 

	

68.8 	32.8 

	

70.7 	33.9 

	

75.1 	35.4 

	

80.0 	37.1 

	

84.5 	38.5 

	

35.9 	17.4 

	

39.2 	18.0 

	

38.3 	18.3 

	

41.7 	18.8 

	

41.7 	19.1 

	

42.7 	19.4 

0.9 
0.5 
2.0 
1.7 
2.7 
4.3 
4.5 

0.8 
1.9 
2.2 
2.2 
2.2 
2.3 

Gross 
domestic 

product at 
factor' cost 

aria 
190041 

200.8 100.1 
207.4 103.' 
212.7 106. 
220.4 110. 
227.1 113. 
236.7 118. 

' 	244.1 122. 

112.7 112. 
114.5 114. 
11.6.9 117. 
119.8 120. 
121.3 121. 
122.8 1.23. 

3 
	 3 

4 
	 4 

3 
	

3 
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TABLE 1.13 CONSTANT PRICE FORECASTS OF EXPENDITURE, IMPORTS AND 
GPOSS DOMESTIC PRODUCT 

'rota1 
final 

expenditure 

39.5 63.1 -1.0 

41.6 64.4 0.7 

45.0 68.9 0.3 

46.4 72.8 0.6 

46.5 75.1 0.7 

49.0 
51.2 

79.2 
81.2 

0.3 
1.1 

22.9 36.6 0.4 

23.7 38.5 0.3 

23.9 
25.1 

39.0 
40.1 

-0.3 
0.6 

25.3 40.2 0.5 

25.9 41.0 0.6 

Per 

1985 to 1986 
1986 to 1987 
1987 to 1988 

ent changes 

6 
5 
44 

1 
1 
1 

4 
54 
44 

3
54 
24 

49.6 
50.6 
51.0 
50.9 
51.4 
51.8 
52.4 

25.7 
25.7 
25.6 
26.2 
26.2 
26.2 

289.7 
301.2 
312.2 
323.3 
335.0 
349.4 
362.6 

165.2 
169.8 
171.3 
178.1 
180.0 
182.7 

31 
4/ 
4 

6 
64 
54 

44 
44 
4 

OOP 

••• 

•••• 
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CONFIDENTIAL 

ECONOMIC PROSPECTS FOR 1988 

SUMMARY 

1.1 GDP is forecast to grow by 3 per cent in 1988, following 

ing out 

will 

growth of 4 per cent this year. 

Pxgreated_at.-4-per ce 

a.rt41  fre,-r eA ,-e 1.ord pa-ere-A 	cfm)'7i-i14.4,, 14' c 
1.2 The forecast assumes that fiscal and monetary policies 

(A 	within the framework of the 	edium Term 

Financial Strategy (MTFS). It assumes that mains 

close to recent levels, and that North Sea oil prices will 

average $18 a barrel. ----, 

The PSBR is expected to be about £1 billion in the current 

financial year, some £3 billion below the figure set in the 
acSum.p.) 

Labour market 1.4 Employment has also risen strongly over the past year, 

with unemployment unemployment falling by 400,000; the 	t-nrim-ly_ty 
decline since the war. 	There are good prospects for a 

continued fall. 

Budget. 	The forecast makes the 

c/bAfrit 	
similar PSBR for 1988-89i 	 LIA,/, Ai CM-4,41 

.pd-  ite=r1.4,1 ,V 

Demand and 	1.3 The economy has been growing strongly during the past 

Activity 	year. GDP growth in 1987 is likely to be about 4 per cent, 

with 	manufacturing output growing at over 5 per cent. 

Domestic demand has continued to grow at much the same rate 

as in 1986, but with some change in its composition: 

investment growth has been higher and consumers' expenditure 

growth lower than in 1986. Non-oil exports have increased 

strongly. In 1988 GDP is forecast to grow by 3 per cent. 

1.5 Inflation is expected to remain low. The annual increase 

in the retail prices index (RPI) is forecast at 4 per cent in 

the fourth quarte 	f 1987, as envisaged at the time of the 

Budget, and is  taast  to rise temporarily to 41 per cent in 
'  Unit 

the fourth quarter of 198 . 	abour costs have increased very 
4-iNcu,K 

slowly over the past yeas 	a..-recuit of rapid productivity 

growth and this pattern is expected to continue in 1988. 

Inflation 
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World Economy 1.6 GNP in the main industrial countries is forecast to grow — 

by around 24 per cent in both 1987 and 1988. World trade in 

manufactures has picked up this year and should grow at just 

under 5 per cent in 1988, reflecting faster growth of 

industrial production in the industrial countries. Inflation 

is expected to remain low, although there has inevitably been 

some rebound from the very low figures produced by last 

year's drop in the oil price. 

UK trade and 1.7 The UK current account is now estimated to have been 

current 	in deficit by El billion in 1986 following the fall in the 

account 	oil price. So far in 1987 it has been particularly erratic. 

A current account deficit of E24 billion is expected this 

year (about i per cent of GDP), in line with the forecast 

made at Budget time. 	With the UK expected to continue 
mat" 

growing faster than other#20sCindustria1 countries for a 

little while, a current account deficit of £34 billion (about 

per cent of GDP) is forecast for 1988. 

WORLD ECONOMY 

Recent Developments  

1.8 The major seven OECD economies are now in their fifth year of 

expansion. There was some weakening in the second half of 1986 from around 

3 per cent a year to just below 24 per cent, but growth now appears to be 

strengthening a little. 

1.9 The weakness in world growth was largely due to the difficulties of 

adjusting both to the collapse in oil prices in early 1986 and to large 

changes in exchange rates. Lower oil prices led oil exporters to cut back 

their imports sharply. Moreover, with many non-oil commodity prices falling 

to their lowest post-war levels in real terms, other primary producers also 

had to restrain their imports severely. As a result, exports from the main 

industrial countries were depressed, and industrial production rose by only 

1 per cent in 1986. 

1.10 Domestic demand in the seven major countries grew strongly in 1986, 

encouraged by substantial terms of trade gains and lower interest rates, 

though it has slowed more recently. The slowdown was most marked in the US, 
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relketing the effects of the dollar's depreciation and some tightening of 

policy. In Japan and Germany exports have weakened following the 

appreciation of their currencies and this also produced some weakness in 

business investment. 
40g0.) 

1.11 Helped by the greater exchange rate stability ,..Veved by the Louvre 

Accord and by some strengthening in Etpkwalmandkefdeveroping countrie4or _t4 demand 
 exports, activity in the seven major countries appears to have picked 

(A.Aki, 
up,- By June 1987 aggregate industrial production was 3 per cent higher than 

v-

1  

-year earlier. 

1.12 Consumer price inflation has increased to about 3 per cent as a result 

of some recovery in oil and comModity prices from the very low levels 

reached in 1986. There has been no pick up in the growth rate of earnings 

and domestic costs. 

Chart 1.1: Real commodity prices* 
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1.13 The current account surpluses of Japan and, to a lesser extent, 

Germany have now started to decline. In the United States trade volumes are 

responding to the decline in the dollar, but the current account is taking 

longer to turn #round. 

1.14 Oil prices rose to over $20 per barrel for a short time in the summer 

before falling back a little to between $18-19 per barrel as OPEC production 

expanded. Real non-oil commodity prices have recovered somewhat from the 

extremely low levels reached in the second half of 1986, but they remain 

well below their historical average. Food prices are particularly weak. 
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Chart 1.2: Real oil price3 
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Prospects  

1.15 Table 1.1 shows the forecast for activity and inflation in the major 

seven industrialised countries, and for world trade. The recent sharp 

in securities markets have contributed to the uncertainties 

taching to the forecast. 

Table 1.1: World economy 

Per cent changes on a year earlier  

Forecasts 

1986 1987 1988 

21 24 24 
31 21 21 
1 3 31 
2 21 3 

41 34 4 
2 31 41 
11 24 34 

Major seven countries 1 
 : 

Real GNP 
Real domestic demand 
Industrial production 
Consumer prices 

World trade at constant prices 

Total imports 
Trade in manufactures 
Main developed countries' exports 

of manufactures weighted by UK 
market share 

1 
US, Japan, Germany, France, UK, Italy and Canada 
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1.16 The forecast assumes that North Sea oil prices average around $18 per 

barrel until the end of 1988. Real non-food commodity prices may continue 

to increase slightly over the next year or so, especially if industrial 

production in the major OECD countries grows re2bjytron  ly, but food 

prices are forecast to remain weak. r1.41, c 6—  

1.17 In the US there is little likelihoo of more rapid growth of domestic 

demand in 1988 as the economy adjusts to its twin deficits, though the 

probable slowdown in consumers' expenditure could be in part offset by 

higher investment buoyed by rapid export growth. The recent fisca) package 

in Japan and the tax cuts planned in Germany should help sustain the growth 

of their domestic demand. 

1.18 Industrial production growth in the seven major countries should 

increase again in 1988, helped by a continued recovery in their exports. 

1.19 World import volumes are likely to rise by about 3i per cent. in 1987. 

This is somewhat slower than in 1986 when oil trade was very buoyant 

following the fall in price. Total world trade in manufactures, on the 

v -  other hand, has strengthened and may grow by just under 4 per cent in 1987. 

Growth in world trade should be slightly higher in 1988. Imports into non-

oil developing countries are expected to grow more strongly, despite the 

debt problems facing some of these countries, since the export earnings of 

primary producers will be increased by higher commodity prices. OPEC 

countries may cease cutting back their imports. Reflecting this change in 

the geographical distribution of trade, growth in trade in manufactures is 

expected to increase in 1988. &eloped -countries' exparts-e4-manufacturea-

weighted by UK  market_sharga_am-lbrecast  to grow  more--elewly--than--totat7 

wo44---t*ade--44.4--manUfAgIUMe.s.,--aa-the developed countries-ee 

ew y 	• 11 	 • 	7:7:1 
TRADE AND THE BALANCE OF PAYMENTS 

Exchange rates ACO 
1.20 Exchange rates between major currencies have remained broadly stable 

following the Louvre meeting of Finance  Minister4i—stgof  the leading 

industrial countries in February. Sterling has reflected this general 

stability, particularly against the Deutschemark, moving within a narrow 

range for several months. The forecast assumes that sterling remain4elose 
, 

, 

.or./
•  reeent—le 



 

. • • ......... 

DEUTSCHEMARK STE*LING RATE 

  

3.23 

3 - 
........ 

........... 	

........ • 
2.19 

Chart 1.3: Exchange rates - 

3.10- 

11000 11107 

- DOLLAR STERLING RATE 

......... 	
" 

1. P3 

1.30 

3.30 

3.33 

3.73 

1.13 

_LSO 

1.23 
/9013 

SO- 

1997 

 

- STERLING EXCHANGE RATE INOEX 
(197S=100) 

 

 

■ 19 

70 

	 •S 

Relative costs and prices 

1.21 Unit labour costs in the UK rose broadly in line with those of 

overseas competitors in the year to mid-1987. This has meant that the large 

gain in competitiveness in 1986 has been sustained. 

Trade volumes (goods other than oil) 

1.22 The volume of UK manufactured exports, which remained flat in the 

first half of 1987, has been rising again in recent months and this should 

continue in 1988 as markets for UK exports expand. Total non-oil exports 

are likely to increase by about 4 per cent in 1988 compared with a projected 

7 per cent rise in 1987. 
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Clikt 1.4: Export volumes (goods less oil) 

1.23 Chart 1.5 shows how the U 	share of the volume of total world trade 

in manufactures, which declined during the 1970s, has been broadly s4emoy 
since 1981. 

Chart 1.5: UK shares of world trade in manufactures 
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1.24 Non-oil imports, which fell sharply in the early part of this year, 

have since risen again rapidly. The out-turn for the year as a whole, 

however, seems likely to be close to the Budget forecast in spite of the 

stronger than expected growth of domestic activity. Non-oil imports are 

forecast to rise by 5i per cent next year compared to 8 per cent in 1987. 

Chart 1.6: Import penetration 

SHARE OF IMPORTS OF GOODS ( EXCLUDING OIL) 
IN TOTAL DOMESTIC DEMAND 

Oil trade 

1.25 Net oil trade is likely to show a surplus of £4 billion in 1987 - 

similar to 1986. Lower North Sea output has been offset by higher oil 

prices on averigt?and a fall in domestic demand for oil. In 1988 North Sea 

production is likely to decline again and be close to the centre of the 

range published in the Department of Energy's 1987 Brown Book. At the same 

time, domestic oil demand is likely to rise somewhat in response to rising 

activity. The oil trade surplus may decline by about £1 billion in 1988. 

Trade prices and the terms of trade 
(1.6.3 	

ett 
1.26 The terms of trade, which fell sharply during 1986ç reileeting.  the 

fall in oil prices and sterling's depreciation, have recovered 	rtlipuring 

1987 as a result of higher oil prices, lower food prices and the rise in the 
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:sterling exchange rate 	Little change in the terms of trade from the 

present level is forecast „io‘1988. 

• 
Table 1.2: Visible trade 

Per cent changes on previous year 

All goods  Goods less oil 

1986 

1987 Partly 
forecast 

1988 Forecast 

Export 
volume 

Import 
volume 

Terms of 
trade* 

Export 
volume 

Import 
volume 

Terms of 
trade* 

34 64 -54 4 54 -1 
54 7 li 7 8 I 

3 6 i 4 54 i 
* The ratio of UK export average values to import average values. 

Invisibles and overseas assets 

The substantial surplus on  1W 	 seems likely to be about the 

same in 1987 as in 1986. The surplus on services should recover from last 

year's fall which was attributable partly to a decline in the number of 

tourists visiting the UK. Net earnings from interest, profits and dividends 

are expected to be higher despite some apparent narrowing of margins on 

banking business. These improvements should broadly offset an increase in 

the deficit on transfers, largely reflecting increased government 

contributions to the European Community. The invisibles surplus should 

increase again in 1988 as a result of a higher net surplus from interest, 

profits and dividends. 

1.28 The value of the stock of UK net overseas assets, which rose by 

£37 billion to £114 billion by the end of 1986, has been affected during 

1987 on both sides of the account by movements in financial markets in the 

UK and overseas, as well as by exchange rate changes, but the net position 

has probably changed little compared with the end of 1986. 

Table 1.3: Current account 

£ billion 

Non oil goods 
Manufactures 	Other 	Oil 	Invisibles Current 

balance 

1986 

19 117 Partly forecast 

1988 Forecast 

-54 -7 4 

-74 -64 4 

-9 -6 3 

74 	-1 

74 	-24. 

85 	-35 . 



cent growth. 	the output-bas 

1.29 The current account was in deficit by Ell billion in the third tarter 

of this year after a surplus of E.} billion in the first half of the year. 

The forecast for the year as a whole is for a deficit of £2i billion, in 

line with the projection made at the time of the Budget. This is equivalent 

to about per cent of GDP. The forecast for 1988 is for a slightly higher 

deficit of E3i billion, reflec ,-ting the fall in the oil surplus. 

Chart 1.7: The current account of the balance of payments (surpluses and 

deficits as a per cent of GDP) 
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1.30 The UK economy has been growing steadily  atEf4ose-Z!13  per cent a year 

on average since early 1981, with only minor fluctuations  in  the-vate of 

-Etirt  expans'1.- . 	'ng 1984-under4ying_growth  was_ 	 han fhis 

 

activity has 

er the year to the first half of 
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17 1.31 Discrepancies in the natia1 accounts 	that it is not possible 

fully to explain recent growth 	utput in terms of changes in the 

components of final expendi 	While the output and income based 

estimates of GDP suggest •  . 	just over 4 per cent over the year to the 

first half of 1987, 	expendig 	-based estimate of GDP shows about 2i per 

estimate is the most reliable indicator of 
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short-term GDP movements, it s iems clear that some componentg- of expenditure 

are being significantly under 	rded. Thus the recorded slowing down in 

growth in domestic dem 	o under 3 per cent over the year to the first 

half of 1987, coma 	with 31 per cent growth for 1986 - may in part 

reflect inaccuracies in the published statistic 
-V.-- 

1.32 Over that period output growth has been strong in all sectors of the 

economy other than North Sea oil production, which has fallen. Output of 

the service industries rose by 5 per cent between the first halves of 1986 

and 1987, manufacturing output by over 4i per cent and construction output 

by 7i per cent. The recent rise in construction output has reflected not 

only growing private sector housebuilding, but also higher commercial 

building activity. Results of the latest DTI investment intentions survey 

and the CBI quarterly industrial trends enquiry, together with recent 

figures for construction orders, suggest that commercial and industrial 

building is likely to be an important source of further growth in 

construction output over the next year or so. 

Personal sector expenditure 

1.33 Consumers' expenditure is now estimated to have increased by 5i per 

cent in 1986, substantially more than growth in real personal disposable 

income. The personal savings ratio fell by about li percentage points 

between 1985 and 1986, bringing it back to around the average level of the 

late 1960s and early 1970s. There are at least two major reasons why the 

savings ratio has fallen in recent years. First, the decline in inflation 

has reduced the extent to which households need to save simply to make good 

the erosion of past savings. Secondly, employers' contributions to pension 

funds have been falling relative to personal disposable income in recent 

years as companies have reacted to the surpluses that many funds have been 

showing: these contributions are treated in the national accounts as part of 

personal income and saving. This fall is unlikely to have had a large 

effect on consumers' expenditure and hence will have shown up as a fall in 

the recorded personal savings ratio. Chart 1.8 shows the savings ratio and 

the share of employers' contributions to pension funds in personal 

disposable income. 
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1.34 For 1987 as a whole consumer spending may rise by about 5 per cent, 

similar to the rise in real personal disposable income. In 1988 consumer 

spending may grow by about 4i per cent, with little change in the savings 
ratio. 

1.35 The housing market remains very buoyant. Although private housing 

starts have fallen back from their high first quarter levels, for the first 

eight months of 1987 as a whole they were 7 per cent higher than the year 

before, while private completions were 8i per cent higher. With investment 

in improvements rising fast, private housing investment in 1987 as a whole 

may record an increase only a little below the 12 per cent rise seen in 

1986. Housing investment is expected to rise further in 1988. 

Company incomes and expenditure  

1.36 The rate of return of non-North Sea industrial and commercial 

companies (ICCs) rose sharply again last year, and was back almost to the 

level recorded in 1973; while the rate of return of manufacturing companies 

was more than 3i times the level recorded in 1981. A sharp fall in North 

Sea companies' profits brought the net real rate of return earned by all 

ICCs in 1986 to some 10 per cent, below net earnings in 1985. But North Sea 

profitability appears to have improved this year as a result of the partial 

recovery in the oil price while the rate of return of non-North Sea 

companies has continued to rise, helped by strong growth in productivity. 
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Cha t 1.9: Companies rate of return 

1.37 Non-North Sea business investment has recovered strongly in the first 

half of 1987. This follows a period of weakness in 1986, caused by bringing 

foward of capital spending into 1985 ahead of the final stage of the changes 

in capital allowances announced in the 1984 Budget. Manufacturing 

investment, including assets leased from finance lessors, rose some 7 per 

cent between the second half of 1986 and the first half of 1987. The 

projections of the DTI's June investment intentions survey (4 per cent 

growth in manufacturing investment in 1987 and 8 per cent growth in 

investment on average in all industries covered) now seem likely to be 

exceeded. 	The recent performance of output and profitability suggest that 

manufacturing investment could well accelerate next year. 	North Sea 

investment seems likely to fall again this year, to less than two thirds of 

the 1984 level, but may change little further next year. 

1.38 Stocks fell in the first half of 1987. Given the sharp rise in sales, 

there may have been some involuntary element in the fall in manufacturing 

stocks. The full effect of the abolition of stock relief in the 1984 Budget 

may now have largely fed through, and responses to recent CBI enquiries 

suggest that a more positive trend in stockbuilding is now in prospect. 

Thus while stock output ratios are expected to fall further over the second 

half of 1987 and in 1988, the absolute level of stocks is likely to rise. 

Stockbuilding is forecast to make a small positive contribution to growth 

next year but to remain on a modest scale compared with many years in the 

1960s and 1970s (see Chart 1.10). 



Chart 1.10: Stockbuilding 
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Prospects for demand and activity 

1.39 Growth in 1987 is expected to be around 4 per cent, but in 1988 to 

fall back closer to the average rate recorded since 1981. (See table 1.4). 

The slower growth reflects a fall in Northp=f oil pro uction and therefore 

net oil exports, and also a more negativetcontribution from non-oil , trade _J A 
next year. Growth in 1987 and 1988 cannot yet, howev r be fully explained 

in terms of expenditure because of the large discrepancy between the 

expenditure estimate of GDP and the average estimate in the first half of 

1987. 

1.40 North Sea output fell by some 2 per cent between the first halves of 

1986 and 1987 and is expected to decline further in 1988. In both 1987 and 

1988 declining output in the North Sea may reduce GDP growth by around per 

cent. Manufacturing output is forecast to rise rather faster than total non 

North Sea GDP in both 1987 and 1988. 
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Table 1.4: Domestic demand and GDP 

Per cent changes on a year earlier 

1986 

Forecasts 

1987 	1988 

Domestic demand 

Exports of goods and services 1  

Imports of goods and services 1 

Domestic production: GDP 1 , 2 

Manufacturing production 

' 
4 

3 

6 

3 

1 

(3i) 

(51) 

(3) 

4 

54(6i) 

61(7 	) 

4 	(41) 

5 

4 

24(31) 

51(5 	) 

3 	(31) 

4 
1 Non-oil shown in brackets 
2 Average measure, 

INFLATION 

1.41 As forecast at the time of the Budget, the annual rate of inflation as 

measured by the RPI rose slightly during the summer, reflecting the profile 

of mortgage ra s and petrol prices in 1986. (The national accounts measure 

of consumer pr ces has been showing a markedly lower rate of inflation than 

the RPI: it rape by under 24. per cent over the year to the second quarter of 

1987.) :Retail-priee-amflati-etis likely to average 4 pel cent in the fourth 

quarter of 1987, in line with the Budget forecast. Producer output price 

inflation has been a little higher this year than forecast at Budget time, 

awl the rate of increase of costs of materials and fuel has been rather 

faster than expected. 

1.42 The underlying annual rate of increase in average earnings has risen 

slightly from 74 per cent at the start of the year to 7i per cent in recent 

months. This is more than accounted for by a rise in overtime payments. 

Adjusted for overtime hours the underlying growth in average earnings has 

actually fallen over the last year, reflecting a significant fall in the 

level of pay settlements during the second half of 1986. However, there are 

signs that this downward trend in pay settlements has to some extent been 

reversed over recent months. 

1.43 Growth in unit labour costs has been kept down by the rapid growth of 

productivity and by relatively slow growth in non-wage labour costs. 

Indeed, unit labour costs in manufacturing may have hardly risen at all 

between 1 986 and 1 987. For the first time since 1983, unit labour costs in 

manufacturing in the other major industrial countries have on average risen 

faster than iniUK. 
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Chart 1.11: Unit labour costs 
PERCENT CHANGE ON PREVIOUS YEAR 
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Prospects  

1.44 The very low growth in costs over the last two years has not been 

fully reflected in producer output prices. With the benefit of substantial 

gains in competitiveness relative to producers overseas and fast growth in 

demand, UK manufacturing industry has experienced large increases in profit 

margins. Profit margins may continue to rise, if a little more slowly than 
4151-Jw.L4 

in recent years. Thus in spite of sat+ 4 1"1  faster growth inLcosts, producer 

output prices are forecast to rise next year by about the same amount as 

this year and last. (See table 1.5). 

Table 1.5: Costs in manufacturing 

Per cent changes on a year earlier 
Unit labour Cost of materials Estimated total Output 

costs 	and  fuel 1 
unit costs 2 

prices
1 

1985 	 4 
	

4 
	

4 
	

64 
1986 	 34 
	

-11 	 - 4 	 4/ 
1987 Partly forecast 
	

54 
	

14 	 44 
1988 Forecast 	 14 
	

3 
	

2 
	

44 

1 
Producer prices excluding food, drink and tobacco 

2 Including costs of bought in services 
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1.45 Retail price inflation is expected to fall below 4 per cent by the end 

of the fourth quarter of 1987, but given the conventional assumption of a 
• 

full revalorisation of specific duties in the 1988 Budget, compared with the 

standstill in the 1987 Budget, and the need for higher electricity prices to 

finance the industry's investment programme there 1_6 likely to be a 

temporary rise in the annual rate of increase in the RPI after the first 

quarter of 1988. 	In the light of this, the forecast is for the RPI to 

increase by 41 per cent over the year to the fourth quarter of 1988. 

Table 1.6: Retail prices index 

Per cent changes on a year earlier 

1986Q4 

Forecasts 

1987Q4 1988Q4 

31 34 3 

31 21 61 

7 74 84 

24 34 41 

34 4 41 

Weight in 
1987 

Food 	 164 

Nationalised industries 1 	6 

Housing 	 15 

Other 	 624 

Total 	 100 

1 Includes water 

1.46 The GDP deflator measures the price of domestic value added - 

principally unit labour costs and profits per unit of output - and excludes 

import prices. The GDP deflator at market prices is forecast to rise by 44 

per cent in the current financial year, just below the Budget forecast, 

following an increase of 3 per cent last year. The higher rate of increase 

this year is more than accounted for by a recovery in North Sea profits 

following their fall of over 50 per cent in 1986-87. The GDP deflator is 

now forecast to rise by 44 per cent in 1988-89. 

PRODUCTIVITY AND THE LABOUR MARKET 

1.47 The growth in the employed labour force in Great Britain has been 

gathering pace over the last year: in the twelve months to June 1987 it is 

estimated to have risen by 372,000. Since 1983, there has been an increase 

of around 1,350,000 in the number of jobs. The strong growth in 

manufacturing and construction output this year has been reflected in 

particular in a rise in male employees: the 86,000 rise in the six months to 

June was the largest half yearly rise since the first half of 1973. 
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Table 1.7: Employment 

Thousands, change in GB seasonally adjusted 

Employees in Employment 	Self- 	HM 	Employed 
employed Forces labour force 

Male 	Female 

- 4 

June 1984 to 
June 1985 

June 1985 to 
June 1986 

June 1986 to 
June 1987 

+82 	+191 	 +115 	0 	+387 

-56 	+151 	 + 17 	-4 	+108 

+72 	+200 	 +102* 	-3 	+372 

* Figures for self-employment over the last year is a projection based 
on self-employment growth over the previous five years. 

1.48 Productivity 	has 	been growing 	strongly, 	with 	manufacturing 

productivity now estimated to have risen by 4 per cent a year on average 

ince 1979. Underlying growth in labour productivity now appears to be  ae 

higher than the rate experienced in the 1960;3 This has been 

accompanied recently by a substantial improvement in capital productivity. 

Non-manufacturing output per full time equivalent has risen by about 11 per 

cent a year since 1979, and by about 21 per cent a year since 1983. Output 

per head has grown less than this as result of the large rise in part-time 

employment. 

Table 1.8: Output per head of the employed labour force 

Annual averages, per cent change  
1964-73 	1973-79 	1979-87  

Manufacturing 	 3i 	 i 	 4 

Non manufacturing 1 , 2 3 	 i 	( 1) 	li (11) 
2 Whole economy 	 2/ 	 li (14) 	2 (21) 

Non-North Sea economy 2 	 21 	 i ( 1) 	li (2 ) 
1 Excludes public services and North Sea oil and gas extraction 

2  Figures for output per full time equivalent in brackets 

Unemployment 

1.49 Since June 1986 seasonally adjusted adult unemployment has fallen for 

sixteen months in succession, by some 437,000 in total; the number of 

unemployed school leavers has also fallen, by some 48,000 over the last 
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year. 	The greater part of the -improved trend in 	unemployment 	is 

attributable to the strong growth of output and employment this year. The 

remainder is due to various government measures to provide training or work 

experience for the unemployed, or to help them to find jobs. The 

encouraging prospects for the UK economy over the next year mean that a 

continued fall in unemployment is likely. The main danger to the chances of 

further progress in reducing unemployment is of pay settlements being too 

high. 

yq-v 
Financial developments 

1.50 The sterling exchange rate, as already noted, has been broadly stable 

over the past eight months, following the conclusion of the Louvre 

agreement. 	During that time there has been a substantial inflow into the 

reserves amounting to some £9 billion. 	Short-term interest rates were 

raissiikalit.he  summer, and remain historically high in real terms. Long-term 

rates throughout the world, which fell in the early part of the year, were 

edging up again until the stock market fall in October. In the UK, unlike 

the US and most other countries, the yield curve is flat. 

1.51 The year-on-year growth of MO has been somewhat above the midpoint of 

its 2-6 per cent target range in recent months, in part reflecting earlier 

falls in interest rates. MO is expected to continue to grow quite briskly 

in the immediate future before slowing down as a result of the rise in 

interest rates in AugustEand the recent sharp fall in the stock market]. 

1.52 Broad money has continued to rise rapidly. 	This has reflected at 

least in part increased deposits by companies and financial institutions. 

The  strongcgowth 	broad money, which has been evident in recent years, is 

to a  ,lasehge extent the consequence of financial innovation and 

liberalisation. On the balance of evidence, monetary conditions remain 

firm. 

Fiscal developments  

1.53 Tables 1.09 to 1.11 show both the Budget projections and latest 

forecasts for general government expenditure and receipts and public sector 

borrowing in 1987-88. They show also the 1986-87 outturn. The PSBR in 

1986-87 was £3i billion, nearly Et billion lower than estimated in the 1987 

i 	FSBR. Lower central government borrowing, more than accounted for by higher 
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a. 
than expected tax revenues, was responsible for about two-thirds of this 

downward revision, with the remaining one-third due to lower than expected 

local authority borrowing. 

1.54 In the first six months of 1987-88 the PSBR was Ell billion. 

Excluding privatisation proceeds, borrowing was about Eli billion lower than 

in the first half of 1986-87. The revised forecast for 1987-88 as a whole 

is 	PSBR of £1 b'lli n, about £3 billion lower than forecast in the FSBR. 
LO10- 	1 	 ,)  Lok,—. 

-103- 

Ge-fe-J 

1.55 Table 1.09 shows the relationship between the public expenditure 

planning total and general government expenditure. The outturn for the 

public expenditure planning total is expected to be £1 billion lower than 

was forlast in the FSBR. This is largely accounted for by higher capital 

--Nreceipt(bi) local authorities and New Towns. Excluding privatisation 

proceeds, general government expenditure is now projected to increase by 

5 per cent in 1987-88, a little less than the increase in 1986-87. 

Table 1.09: General Government Expenditure 

 

£ billion 

1986-87 	1987-88  
Outturn 	Budget 	Latest 

Forecast 	Forecast 

Public expenditure planning total 
	

139.4 
Interest payments 
	

17.4 
Less public corporations' market 	-1.5 

and overseas borrowing 

Other adjustments 
	

6.9 	6.2 	 6.7 

General government expenditure 165.1 	173.5 ii0.7t,t  172.8  

of which 
Privatisation proceeds 	 -4.4 5.0 	-5.0 

1214, 

1.56 Table 1.10 shows the forecast for general government receipts. The 

forecast of tax and national insurance revenues has been increased by just 

over £21 billion since the Budget. The forecast of on-shore corporation 

tax, including ACT, is about £1 billion higher, mainly reflecting upward 

revisions to profits estimates for 1986 in the recent Blue Book and, in the 

case of ACT, a higher level of dividend payments so far in 1987. The upward 

revision of Ei billion to North Sea revenues is more than accounted for by 

148.6 ;OA 147.6 
17.9 	17.8 
0.8 	-0.7 
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the higher dollar oil price than was assumed at Budget time. The forecasts 

of personal income tax, VAT and national insurance contributions are also 

each about Ei billion higher than in the FSBR. General government receipts 

in total are now forecast to rise by nearly 7 per cent in 1987-88, following 

an increase of 5/ per cent in 1986-87 (when North Sea revenues more than 

halved). 

Table 1.10: General Government Receipts 

£ billion 

1986-87 
Outturn 

1987-88 
Budget 

Forecast 
Latest 

Forecast 

119.6 127.8 130.1 

26.7 28.5 28.9 

13.3 12.6 12.3 

0.5 0.0 -0.2 

160.2 168.8 171.1 

4.8 3.9 4.5 

Taxes on income, expenditure and capital 

National insurance and other contributions 

Interest and other receipts 

Accruals and adjustment 

Total receipts 

of which North Sea revenues 

1.57 Table 1.11 shows the old and new forecasts for borrowing. The PSBR 

forecast is still subject to a great degree of uncertainty: the average 

error on PSBR forecasts for the current financial year made in the autumn is 

per cent of GDP, or £2/ billion. But on the basis of this forecast, the 

PSBR, both including and excluding privatisation proceeds, will be lower as 

a proportion of money GDP than in any year since 1970-71. 
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Table 1.11: Public Sector Borrowing 

£ billion 

1986-87 
Outturn 

1987-88 
Budget 

Forecast 
Latest 

Forecast 

General government expenditure 165.1 173.5 172.8 

General government receipts 160.2 168.8 171.1 

General government borrowing requirement 4.9 4.7 1.7 

Public corporations' market and overseas 
borrowing 

-1.5 -0.8 -0.7 

PSBR 3.4 3.9 1.0 

PSBR as per cent of GDP 
	

1 	 1 	 1 

Memorandum item:- 

PSBR excluding privatisation proceeds 	7.9 	8.9 	 6.0 
As per cent of GDP 	 2 	 2 



Table 1.12: Economic prospects: summary 

Forecast Average 
errors 
from past i  

forecasts — 

 

percent changes 

A Output and expenditure 
	 1986 to 1987 1987 to 1988 

at constant 1980 prices 

4 1 
41/2 14 
1 1 
41/2 24 

of level of GDP) 	 0 	 1/2 	 i 

Exports of goods and services 	 51/2 	 21/2 	 21/2 
Imports of goods and services 	 6h 	 51/2 	 23/4 
Gross domestic product: total 	 4 	 3 	 ii 

manufacturing 	5 	 4 	 24 

Inflation 

Retail prices index 	 per cent changes 
1986Q4 to 1987Q4 	 4 
1987Q4 to 1988Q4 	 43/4 

Deflator for GDP at market prices 	 per cent changes 
on a year earlier 

2 

Financial year 1987-88 	 44 
Financial year 1988-89 

Money GDP at market prices 

Financial year 1987-88 

Financial year 1988-89 

Balance of payments on current account 

41/2 	 2 

E billion2  

419 (83/4) 

452 (7i) 

1987 	 -2h 
1988 	 -31/2 	 3  
1 The errors relate to the average differences (on either side of the central 
figure) between forecast and outturn; the errors given for constant price 
output and expenditure are relevant to the forecast for next calendar or 
financial year. The method of calculating these errors has been explained 
in earlier publications and Government forecasts (see Economic Progress 
Report June 1981). The calculations of average errors are based on 
forecasts made between 1975 and 1985. 

2 Per cent change on previous financial year in brackets 

Domestic demand 
of which: 	 4 

Consumers' expenditure 	 5 
General government consumption 	1 
Fixed investment 	 51/2 
Stockbuilding (as per cent 



TABLE 1.13 CONSTANT PRICE FORECASTS Ms EXPENDITURE, IMPORTS AM) GROSS DOMESTIC PRODUCT 

£ billion at 1980 prices, seasonally adjusted 

General 
Consumers' government 
expenditure consumption 

Total EXports 
fixed of goods 
invest- and Change 
ment services in stocks 

Total 
final 

expenditure 

Less 	Less 
Imports Adjustment Plus 

of goods to factor Statistical 
& services cost adjustment 

Gross 
domestic 

product at 
factor cost 

GDP indem 
1980=100 

1982 138.4 49.6 39.5 63.1 -1.0 289.7 59.2 30.6 0.9 200.8 100.6 
1983 144.0 50.6 41.6 64.4 0.7 301.2 62.7 31.6 0.5 207.4 103.9 
1984 147.1 51.0 45.0 68.9 0.3 312.2 68.8 32.8 2.0 212.7 106.5 
1985 152.5 50.9 46.4 72.8 0.6 323.3 70.7 33.9 1.7 220.4 110.4 
1986 161.3 51.4 46.5 75.1 0.7 335.0 75.1 35.4 2.7 227.1 113.8 
1987 169.1 51.8 49.0 79.2 0.3 349.4 80.0 37.1 4.3 236.7 118.5 
1988 176.6 52.4 51.2 81.2 1.1 362.6 84.5 38.5 4.5 244.1 122.2 

1986 H1 79.6 25.7 22.9 36.6 0.4 165.2 35.9 17.4 0.8 112.7 112.9 
H2 81.6 25.7 23.7 38.5 0.3 169.8 39.2 18.0 1.9 114.5 114.7 

1987 H1 83.0 25.6 23.9 39.0 -0.3 171.3 38.3 18.3 2.2 116.9 117.1 
112 86.2 26.2 25.1 40.1 0.6 178.1 41.7 18.8 2.2 119.8 120.0 

1988 H1 87.6 26.2 25.3 40.2 0.5 180.0 41.7 19.1 2.2 121.3 121.5 
H2 89.0 26.2 25.9 41.0 0.6 182.7 42.7 19.4 2.3 122.8 123.0 

Per cent changes 

1985 to 1986 6 
	

1 
	

3 
	

3i 
	

6 
	

4i 
	

3 
	

3 
1986 to 1987 5 
	

1 
	

5i 
	

5i 
	

4i 
	

6i 
	

4i 
	

4 
	

4 
1987 to 1988 4i 
	

1 
	

4i 
	

2i 
	

4 
	

5i 
	

4 
	

3 
	 3 
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CONFIDENTIAL 

FROM: A TURNBULL 
DATE: 23 OCTOBER 1987 

HEADS OF EXPENDITURE DIVISIONS 	 cc HEGs 
Miss O'Mara * 

.12) 	
Miss Evans * 
Miss Walker 
Mrs Burnhams 
Mr Fray* 
MN 4 rr%8 

TIMING OF AUTUMN STATEMENT 	 * w/o attachment  

I attach a copy of the letter sent to Private Secretaries, which 
I have recirculated to PF0s. 

When the draft Press Notices arrive, could divisions copy 

them to Miss Walker in GEP so that we can check them against 

our figures. 

The Autumn Statement will not publish figures for 

departments' running costs or manpower and no mention is being 

made at this stage of management plans or productivity targets. 

Nevertheless, for some departments discussion of the Survey 

outcome will inevitably involve references to administrative 

expenditure and manpower. Please could divisions check these 

with Mr Hansford or Mr Binns in RCM. 

A TURNBULL 
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FROM: JOHN GIEVE 
DATE: 23 October 1987 

1;OHANCELLOR  OF THE EXCHEQUER  L., t 	cc 
erAm. kJ 1.--) 	ok1417.1 r 

(OK om 	cepto ..vt j- il.r  r  Vr 1124) 	 ' 

41_ 	LS C44  
i_s & "AAA, ) 4,4Af;. a  :.s.a. itcAidrf.,) 

Aim) 
tle,4*,..z relik 61f/214A-4 r 4:7/tt  6-  . 
Pro- ki.A  iLi- & all,t14 4, tle 4J 

Chief Secretary 
Sir P Middleton 
Sir T Burns 
Mr F E R Butler 
Mr Anson 
Mr Monck 
Mr Turnbull 
Mr Sedgwick 
Mr Luce 
Mr Pratt 
Mrs Butler 
Mr G C White 
Miss Walker 

AUTUMN STATEMENT CHAPTER 2  11(-11IN 14P/141 11, 1144...J .4 

I attach a draft of Chapter 2 of the Autumn Statement. Subject to 

your comments we plan to send it to the printers on Tuesday. 

The main departmental tables are in the format agreed yesterday. 

We have put in our latest numbers in order to provide background for 

the text. However we have not completed the process of checking and 

transferring provision between programmes and there are still likely 

to be some changes. In the final version of the table we will also 

round all the figures, except for the outturn for 1986-87, to the 

nearest ElOm (E100m for social security and the totals, £500m for 

the other accounts adjustments, and El billion for debt interest) as 

we did last year. We will be putting to you a submission on the final 

figures at the beginning of next week. 

Last year we included a paragraph on not relaxing the stance 

of fiscal policy. As you will see, we have included space in the 

draft ckk paragraph 5 for a statement on economic policy should you 

wish to include one. 

JOHN GIEVE 
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CONFIDENTIAL 

PUBLIC EXPENDITURE PLANS 

MAIN POINTS 

Public expenditure will continue to fall as a proportion of the nation's income over 

the next three years. 	Before deducting privatisation proneeds, general government 

expenditure is expected to  fail 	ercentage of GDP from 44 per cent in 1986-87 

to 42i in l987-881 an7 	1 per cent 

expenditure White Paper (Cm 56). 

The public expenditure planning totals have been set at £156.9 billion for 

1988-89 and £167.2 billion for 1989-90 increases of £2.7 billion and £5.7 billion 

over those published in Cm 56. A planning total of £176.6 billion has been set for 

1990-91. 

In real terms, the average growth in general government expenditure before 

deducting privatisation proceeds in the four years from 1986-87 to 1990-91 is expected 

to be 11 per cent a year. 	This compares with growth averaging almost 3 per cent 

in the decade u /to 1978-79, around 21 per cent in the four years from 1978-79 to 

1982-83 and around 11 per cent in the four years from 1982-83 to 1986-87. 

The new plans include increased provision for  .44101.  priority services such as 

health, law and order, defence, and education. 	Extra provision of some £1 billion 

has also been made for capital spending in each year; this includes large increases 

for the nationalised industries and housing, education, and roads. The plans include 

substantial uplifts for local authority current and social security expenditure. 

They also provide for larger uncommitted Reserves in the two later years. 

in 1990-91
1 
 the lowest it has been since the 

Oto-IS 
early 1970s. The new ratios are lower in each year than envisaged in the last public 

A 

nges 	the bus- of Commori ' çn 	NO/Zrber 1 	the 

ent's comMitme t to a prude r4fica1 Aanc4 and saiid 

that ..:-.;--4tatement on poli 	if an 

6. 	The trends of public spending in real terms and as a percentage o GDP are 

illustrated in Charts 2.1 and 2.2 and summarised in Tables 2.1 and 2.2. m 	tails of 
/I 

the spending plans will be published in the forthcoming 1988 public expenditure White 

Paper. 
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"to 

briefly report the main changes. 

Defence 

1987-88 OUTTURN 

PC A4144 _...... ) 
The latest forecast  of&ekradiraq  in the current year, 1987-88 is  IV- 	-plailiziag. 

Tat-e £147.6 billion. This is El billion lower than published in 

,.._]Cm 56. The reduction is attributable toompa.t.o.d increases in the capital receipts 

of local authorities and new towns. 

CHANGES TO PLANS 

Table 2.3 sets out the revised spending plans and the changes since Cm 56 for 

each departmental programme. 	Tables 2.5, 2.6, and 2.7 show a breakdown of these 

totals by three spending authorities: 	central government, local authorities, and 

public corporations (including nationalised industries). 	The following paragraphs 

additions to provision for 1988-89 and 1989-90 grarwagua.4.a4.--t4e--terwaseefil—en- ■ 

   

Provision 

 

• 

 

in 1990-91 is £610m higher than in 1989-90. The increase over plan in the current 

year is a result of the carry forward of capital underspending from 1986-87 under 

the end-year flexibility scheme. 

Foreign and Commonwealth Office (Diplomatic Wing)  

A net reduction on this programme has been made possible largely by a fall 

in the estimated cost of the PCO's overseas operations resulting from movements in 

overseas prices and exchange rates. 	The revised provision includes additions for 

the current expenditure of the BBC External Services for the next three year period. 

Overseas Development Administration 

Gerrnik  Mahn 
The increases to the net overseas aid programme provide for growth in real 

terms over the next three years. 



• 
European Communities 

The latest projection of the United Kingdom's net payments to the Europpan 

Community Institutionsirsiih assumes a continuance of the 1.4% VAT ceiling. 	The 

profile shows a drop in payments in 1988-89 followed by an increase in 1989-9 mainly 

because the UK is expected to benefit from an exceptionally large abatement (£1750 

million) during 1988. The revision_Sto the projection$since the White Paper result 

from a fall in our projected share of agricultural receipts and an increase in our 

share of gross contributions ) reflectinq higher ongtoms duties and levies and a revised 

forecast of the UK's VAT base. 

1/W/1/11v1"3/AnA 

rKir 
Small additions to provision have been made in a number of areas, in particular 

on the/laming and igUralterprise WOWS* initiative (announced in February). These 

are more than offset by a reduction in the estimated cost of market support under 

the Common Agricultural Policy )  including savings arising from policy reform. 	Most 

of the market support expenditure is ultimately financed from  tilw.  Community Budget 

receipts which are reflected in UK's net contribution to the EC. ,
4 
 including 

expenditure by the Intervention Board for Agricultural Produce, the Scottish, Welsh 

and Northern Irish agricato,ure departments, and the Forestry CommissioniEt4tere—w4-1-1 
Cel-Z azerA 

4a4a—aat—raaartiet.-4-efte—f-r.r-Gpm k170  million and £140 million respectively in 1988-89 

and 1989-90. 

Trade and Industry 

Increased provision is made for launch aid for the new Airbus (as announced 

in July), for revised estimates of the costs of commitments under demand-determined 

schemes of industrial assistance, and for the expansion of some advisory services. 

Export Credit Guarantee Department 

The changes to the plans reflect the latest estimates of the cost of interest 

support and tender to contract cover. 

Ministry of Agriculture, Fisheries and Food 



• 
Energy 

The departmental totals include both departmental expenditure and the external 

finance for the energy industries (which is negative in some years). 	There are 

increases to reflect growth in essential safety related work by the Atomic Energy 

Authority on decommissioning and nuclear waste management and the costs of moving 

to new accommodation and changes in estimates of payments under the redundant 

mineworkers' payments scheme. There are also increases in the external financing 

requirements of the electricity industry in England and Wales (see paragraph 39). 

Employment 

There are a number of broadly balancing increases and reductions within the 

new totals. 	There is increased provision for support for tourism, Jobclubs, the 

Health and Safety Executive, adult training (as a result of the employment measures 

announced in January) and the Youth Training Scheme (reflecting the withdrawal of 

income support for school leavers). The Job Release Scheme and New Workers Scheme 

will be closed for applications from 31 January 1988. 

Transport 

Additional provision has been made for expenditure on national roads, 

particularly for a programme of bridge renovation and repair, and for gross capital 

expenditure by local authorities. 

Housing 

Provision for gross capital expenditure on housing has been increased by £380 

million in 1988-89 and £280 million in 1989-90. 	This will enable the Housing 

Corporation to provide substantial extra aid for housing associations and will make 

available resources for the setting up of Housing Action Trusts. It will also provide 

for increases in planned spending by local authorities and New Towns. The continuing 

success of the Government's right to buy policy is reflected in further significant 

increases in the forecast level of capital receipts. 

Other Environmental Services 

Higher receipts for New Towns and Local Environmental Services will provide 

for substantially increased expenditure on Urban Development Corporations and on 

countryside, recreation, heritage and environmental research programmes. In addition 



• 
£20 million of extra funds has been provided to the National Heritage Memorial Fund 

in 1987-88. 

Home Office 

Provision in all years has been increased to finance an acceleration and 

expansion of the prison building programme. Provision for local authority expenditure )  

principally on the police has also been increased substantially. 

Legal Departments 

Provision has been increased mainly to cover the cost of a larger court building 

programme and a permanent (payments on account
) 
scheme for lawyers; the plans also 

cover the increased costs of the Crown Prosecution Service and the cost of setting 

up the Serious Fraud Office. 

Education and Science 

t,  Provision has been made for the implementation of the Government's education 

reforms, including the introduction of the national curriculum; and for universities, 

mainly for a programme of restructuring. 	The science budget is being increased. 

Provision has also been dubstantially increased , for current and capital expenditure 

by local authorities. 

Arts and Libraries 

Additions have been made for incentive funding and for increased estimates 

of the cost of the British Library new building project. 	Increased provision has 

also been made for local authority expenditure on museums, galleries and libraries. 

Health 

Additional provision has been made for the hospitals and community health 

In addition, health authorities will have vailable extra cash generated 
hi/NA X)111  4114 14/P1  ■ 

if 	 QA 
authorities will have available extra cash released by 

land sales and by their continuing cost improvement programmes. The latter are 

expected to yield £150 million in 1987-88 (on top of the £500 million achieved prior 

to that). Provision for the Family Practitioner Services allows for higher forecast 

demand and for further service improvements. There is also increased provision for 

local authority spending on personal social services. 

services. 

by a new programme for increasing hospital  idricome  t 
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 Science and Technology 

• A414144J FrIf'*".' ki  

• 
Social Security 

The new plans reflect the latest estimates of benefit expenditure over the 

Survey period. 	They reflect the decision announced last May to Include within 

income-related benefits the average cost to claimants of paying 20 per cent of rates. 

The provision also takes account of the statement on benefits by the Secretary of 

State on 27 October 1987 and allows for further upratings of benefits in April 1989 

and April 1990. For the purpose of these estimates, Lhe number of unemployed (GB, 

excluding school-leavers etc) is assumed to average 2.7 million in 1987-88 and 2.6 

million in 1988-89, 1989-90, and 1990-q1 The RPI is assumed Lo Jibe by 4.75 per 

cent in the year to September 1988 (for the uprating in April 1989) and by 3.25 per 

cent in Lhe year to September 1989 (for the upratings in April 1990). 

Scotland, Wales and Northern Ireland 

The net changes in these programmes mainly reflect the effects of changes in 

comparable programmes in England. 	The Secretaries of State will allocate this 

expenditure taking account of local factors. The breakdown of figures between central 

Government, local authorities, and public corporations, is based on previous patterns 

of expenditure and may be varied. 

Chancellor's Departments 

Additional resources have been provided for the Revenue departments to deal 

with increases in workload and to strengthen controls against drug smuggling. 	A 

third of the overall increase reflects changes in the estimates of relief on life 

assurance premiums and mortgage interest to non-taxpayers. 

Other departmenis 

This line in the tables covers a miscellany of minor departments and programmes, 

civil superannuation costs, and- the Property Services Agency. 	The revised plans 

provide for additional expenditure on maintenance of the Government estate which 

should enable the PSA to reduce the present backlog of major repairs over the next 

three years. 

30. 	Among the increases in provision are additions for universities, Research 
i\ 

Councils, launch aid, and other science and technology programmes. 



• 
.e.x.Lit-ta-r-e---plarts_th.e_ainQuilt,----aeeet4444e4i—fgar_l:I/Spending on civil science and technology 

will rise by over £200 million a year, including increases already announced, 

compared with the plans in Cm 56. 

LOCAL AUTHORITIES 

Relevant 

31.wilLocal authority relevant public expenditure accounts for over three quarters 

of authorities' expenditure. Tt comprises current spending on 

a wide range of services )  and contributions to housing revenue accounts in England 

and Wales. 

32. 	It is forecast to exceed provision in Cm 56 by £1.2 billion in 1987-88. From 

the estimated outturn for 1987-88, the provision set for the three forward years 

shows annual increases of 3.9%, 3.2% and 3.0%. The allocation to services is based 

on local authorities' budgets for 1987-88. 

- 

 M. 	yoii av  • 
cie-t.af.auifiggregate Exchequer Gran Walliaiik. has been set at £17.4 billion, as announced 

A 
by the Secretaries of State for the Environment, Scotland and Wales on 23 July. 

C4  

------,;.7--  
 L. ,  ITIV4 ocal authorities/  other current expenditure consisl: largely of Housing 

tg, 
 

Benefi t'  and and Student Awards
I 
 which are supported 4115 over 90% pecific grants from 

central Government 

The plans reflect revised estimates of the costs of Housing Benefit. 	They 

take into account the proposed changes in benefit entitlement announced by the 

Secretary of State for Social Services on 27 October. 

Capital 

Local authority gross capital spending in Great Britain in 1987-88 is forecast 

to be £7.1 billion. After allowing for capital receipts, the net cost of programmes 

is forecast to be £3.7 billion. 

Gross provision for spending in 1988-89 has been increased by £0.6 billion 

to £7.0 billion and gross provision of £6.7 billion has been made for 1989-90 and 

33. 

Other Current   

J 



• 
1990-91. 	Within this provision the amount issued as allocations will take account 

of the expected use by local authorities of the spending power available to them 

from other sourceso notably capital receipts. 

For the main local authority capital cash limit in England, allocations of 

over £2.6 billion will be issued in 1988-89. Of the total, housing authorities will 

receive £1.3 billion. 	Education allocations will rise to £372 million in 1988-89, 

25 per cent higher than in 1987-88, increasing the scope for work on school 

improvements. 

NATIONALISED INDUSTRIES 

External financing limits for nationalised industries in 1988-89 are listed 

in Table 2.4. 	In total there is an increase of £340 million from provision in Cm 

56. This reflects a number of changes but the main additions are for the electricity 

industries in England and Wales and Scotland. 	Investment plans have 	een 

subs antially increased, particularly in the electricity industry, which is  wimodpipmg 
Pe 

(fV\  a 	gramme of building new capacity, and the water industry. The plans also allow 

for additional in estment by British Rail, London Regional Transport and the Post 

Office to improve quality of service. Total nationalised industries investment is 

expected to rise from about £4i billion in 1987-88 to around £6 billion in 1990-91. 

This figure includes provision for a number of industries which are candidates for 

privatisation. 

Despite the substantial level of investment planned, total provision for 

nationalised industries' external finance is expected to decline in 1989-90 and 

1990-91, with net repayments of debt overall by the end of the decade (Table 2.3). 

This trend is in line with the Government's objective of minimising the burden which 

the industries place on the taxpayer, and strengthening them as businesses earning 

an adequate rate of return. External finance for nationalised industries has already 

been significantly reduced, from nearly £3 billion in 1979-80 to an estimated 

£590 million in 1987-88. 	The Government will continue to require improvements in 

the industries' profitability and further progress in reducing costs and increasing 

productivity by setting demanding financial targets and performance aims. 

OTHER PUBLIC CORPORATIONS 

Provision is included under this heading for a large number of public 

corporations including Urban Development Corporations (UDCs), the Scottish and Welsh 

Development Agencies, the Northern Ireland Electricity Service, New Towns and the 



• 
Northern Ireland Housing Executive. 	Substantial increases to provision have been 

made for UDCs. 	These and other increases are offset in the 1988-89 by increased 

estimate of receipts by New Towns. 

RESERVES 

The plans include Reserves of £3.5 billion in 1988-89, £7 billion in 1989-90, 

and £10.5 billion in 1990-91. These will be available to meet unforeseen requirements 

including estimating changes. The Reserves for the two later years are higher than 

in any previous White Paper. 

PRIVATISATION 

The estimate of net proceeds from the privatisation programme is £5 billion 

a year, the same as in Cm 56. These proceeds are netted off the planning total and 

general government expenditure. 	However, in order to show the underlying trends 

in expenditure more clearly, charts 2.1 and 2.2 show growth rates and ratios to 

national income both including and excluding privatisation proceeds. 
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Table 2.1  

Public Expenditure Trends 

£ billion 

Planning Total 
General government 

General government 
expenditure (excluding 
privatisation proceeds expenditure 

terms 2  Cash Real terms 2  Cash 	Real Cash 	Real terms 2  

1978-79 65.7 127.9 74.8 145.5 74.8 	145.5 

1979-80 77.6 129.1 89.8 149.4 90.1 	150.0 

1980-81 92.6 130.1 108.4 152.2 108.8 	152.8 

1981-82 104.0 133.0 120.5 154.1 121.0 	154.7 

1982-83 113.5 135.4 132.5 158.1 133.0 	158.6 

1983-84 120.3 137.2 140.1 159.7 141.2 	161.0 

1984-85 129%8 141.8 150.1 164.0 152.2 	166.3 

1985-86 133.7 137.8 158.3 163.0 161.0 	165.8 

1986-87 139.4 139.4 165.1 165.1 169.3 	169.5 

1987-88 147.6 141.5 172.8 165.8 177.8 	170.6 

1988-89 156.9 144.0 183.1 168.1 188.1 	172.6 

1989-90 167.3 148.4 193.5 171.6 198.5 	176.0 

1990-91 176.6 152.1. 202.5 174.4 207.5 	178.7 

Estimated outturn for 1937-88; plans for 1988-89 onwards. 

Cash 	figures 	adjusted 	to 	1986-87 	price 	levels 	by excluding the 	effect 	of 	general inflation as 	measured 
by 	the 	GDP deflator 	at market 	prices. 	The 	GDP deflator 	is assumed to 	increase by some 	44 	per 	cent 	in 
1987-88, 	and by 41/2, 	31/2, 	3 per cent respectively in the years 1988-89 to 1990-91. 

• 
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Table 2.2 

Public expenditure as percentage of GDP 

General government expenditure General government expenditure 
(excl privatisation proceeds) 

1978-79 434 434 

1979-80 434 43k 

1980-81 45k 46 

1981-82 464 461/2 

1982-83 463/4 464 

1983-84 45h 46 

1984-85 451/2 464 

1985-86 43k 441/2 

1986-87 42k 44 

1987-88 414 42h 

1988-89 401/2 41k 

1989-90 4011 411/2: 

1990-91 40 41 



TABLE 2.3: 	PUBLIC EIPEND:TURE 

Latest estiaates of outturn 	II Nee plans 
11 
II 

E aillion 

Changes fro 
January 1987 White Paper 

1986-87 	I 	:98718 	1 	CHANGE 	1: 	1988-89 	1 1989-90 1990-91 	11 1987-88 	1 1988-89 1989-90 
HMI ;ESTIMATED 11986-87 7011 	PLANS PLANS PLANS 	II 

OtTTURN 1987-88 	11 11 

11 
Ministry of Defence 18,149.0 	18,950.0 801.0 	II 	19,201.0 19,919.0 20,556.2 	11 168.0 221.0 485.0 
FC0 - Diplolatic wing 635.0 	700.0 65.0 	11 	716.7 735.8 755.8 	11 -30.0 -12.9 -13.8 
FC0 - Overseas Developaent idetinistraticm 1,290.0 	1,325.0 35.0 	11 	1,430.0 1,502.7 1,548.9 	II -27.0 31.2 61.6 
European Coalunities 1,081.0 	1,400.0 312.0 	:1 	803.8 1,594.0 1,333.1 	II 517.0 350.0 520.0 
Ministry of Agriculture, Fisheries and food 1,865.0 	2,133.0 263.0 	11 	2,283.9 2,392.9 2,545.0 	11 -125.0 -108.6 -99.9 
Departaent of Trade and Industry 2,097.0 	925.0 -1,172.0 	11 	1,228.1 1,185.7 1,133.4 	11 -196.0 258.2 219.7 
Export Credits Guarantee Departaent 255.0 	159 0 -100.0 	11 	162.0 113.4 132.8 	11 -5.0 51.4 66.7 
Departlent of Energy -191.0 	274.0 463.0 	11 	119.8 -185.7 -415.8 	11 355.0 113.1 50.8 
Departsent of Eaployaent 3,877.0 	4,105.0 228.0 	11 	4,236.3 4,293.1 4,346.3 	11 83.0 	1 37.7 	1 -1.5 
Departaent of Transport 4,705.0 	4,800 	0 91.0 	II 	5,144.2 5,111.6 5,209.0 	11 -342.0 59.9  
DOE - lousing • . 

2.605.0 	2,520 	0 -85.0 	11 	3,018.2 3,003.0 3,042.5 	11 -701.0 -14.0 -104.0 
DOE - other environiental services 3,911,0 	4,023 	0 103.0 	II 	3,814.2 4,002.0 1,105.0 	11 189.0 	1 -61.5 89.9 
Hoe Office 5461.0 	5,794 0 631.0 	II 	6,054.2 6,306.9 6,177.0 	11 256.0 357.1 440.8 
Legal departaents 673.0 	876 0 203.0 	II 	911.2 1,032.8 1,095.6 	11 5.0 23.7 30.0 
Departaent of Education anl Science 15,691.0 	11,170 	0 1,179.0 	11 	17,962.1 18,631.4 19,180.2 	11 583.0 625.5 804.7 
Office of Arts and Libraries 817.0 	893 0 76.0 	II 	900.5 937.9 969.2 	11 67.0 48.6 64•5 
DHSS - health and personal social services 17,910.0 	19,556 0 1,6310 	II 	20,677.3 21,681.3 22,641.9 	11 432.0 810.0 	1 931.0 
DOSS - social security 14,142.0 	46,445 	0 2,001.0 	II 	18,502.6 50,854.6 53,579.2 	11 443.0 1,050.6 1,531.8 
Scotland 7,736.0 	8,220.0 484.0 	II 	8,511.0 8,608.4 8,762.3 	II 258.0 	1 402.7 381.5 
Vales 3,057.0 	3,311.0 257.0 	II 	1,142.0 3,543.8 3,655.6 	II 122.0 114.0 	I 150.8 
Northern Ireland 4,638.0 	4,886.0 211.0 	II 	5,120.5 5,305.8 5,480.8 	11 15.0 82.7 111.3 
Chancellor's departaeats 2,067.0 	2,311.0 214.0 	11 	2,438.5 2,553.5 2,631.6 	11 16.0 134.6 111.9 
Other departlents 1,318.0 	1,451.0 133.0 	11 	1,636.7 1,921.0 1,770.9 	11 789.0 	I 8.3 215.1 

11 
Reserve II 	3,500.0 7,000.0 10,500.0 	11 -3,500.0 -2,000.0 -500.0 
Privatisation proceeds -4,403.01-5000.0 -597.01-5,000.0 -5,000.0 -5,000.0 	II 0.0 0.0 0.0 
Adjustaents 1 	0.01 	400.0 400.0 	II 	0.01 0.0 0.0 	11 MA 

PLANNING TOTAL 1139,413.0 	1147.630=0 8,217.0 	11156,867.8 167,018.0 1176,023.1 	II 	-1,000.0 	1 2,663.3 	I 5,512.2 

General Governaent grcss debt interest I 	17,400.0 	I 	17,800.0 400.0 	II 	18,000.0 18,000.0 18,000.0 	II -200.0 	1 0.0 	I 	-1,000.0 
Other National Accounts ad:ustients 1 	8,100.0 	I 	7,366.0 -934.0 	11 	8,000.0 	1 8,500.0 1 	0,500.0 	II 366.0 	I 500.0 	I 1,000.0 

GENERAL GOVERNMENT EXPENDIRDRE 1165,113.0 	1172,796.0 7,683.0 	1182,867.8 	1193,578.0 1202,523.1 	11 -834.0 	I 3,163.3 	I 5,562.2 



0,'67 

T. 2.4 

External Finance Limits for the Nationalised Industries  1988-89 

   

Lmillion 

British Coal 	 670 

Electricity (England and Wales) 	 -1040 

North of Scotland Hyro-electric Board 	 -2 

South of Scotland Electricity Board 	 131 

British Steel Corporation 	 -100 

Post Office 	 -97 

National Girobank 	 -8 

British Railways Board 	 753 

British Waterways Board 	 47 

Scottish Transport Group 	 2 

British Shipbuilders 	 80 

Civil Aviation Authority 	 21 

Water (England and Wales) 	 10 

London Regional Transport 	 221 

Total 	 1599 



TABLE 2.5: CENTRAL GOVERNMENT 

Latest estimates of outturn 

1986-87 	: 	1987-88 	1 	CHANGE 	11 	1988-89 
OUTTURN 	;ESTIMATED 	;1986-87 T01: 	PLANS 

New plans 

1989-90 
PLANS 

1990-91 
PLANS 

11 
:1 
II 

:1 
11 

f million 

Change from 
January 	1987 	White Paper(1) 

1987-88 	1983-89 	1 	1989-90 

OUTTURN 1 1987-88 11 11 

CENTRAL GOVERNMENT 
Ministry of Defence 18,161.0 18,950.0 789.0 ;1 	19,201.0 19,949.3 20,556.2 1: 168.0 221.0 485.0 
FCC - Diplomatic wing 631.0 697.0 66.0 11 	716.7 735.8 755.8 11 -3.0 -12.9 -10.8 
FCO - Overseas Development Administraticr, 1,270.0 1,314.0 44.0 11 	1,397.7 1,469.8 1,515.1 11 -13.0 31.2 61.6 
European Communities 1,088.0 1,414.0 326.0 1; 	803.8 1,594.0 1,333.7 1; 531.0 350.0 520.0 
Ministry of Agriculture, 	Fisheri2s and Food 1 	1,667.0 1,946.0 1 279.0 11 	2,067.0 2,170.2 2,316.3 :1 -113.0 -120.6 -115.4 
Department of Trade and Industry 1,844.0 1,050.0 -794.0 11 	1,249.8 1,254.1 1,195.5 :1 30.0 280.0 289.0 
Export Credits Guarantee Departmen: 259.0 159.0 -100.0 11 	162.0 113.4 132.8 11 -4.0 51.4 66.7 
Department of Energy 907.0 589.0 -318.0 11 	512.1 458.1 431.3 11 91.0 41.8 27.2 
Department of Employment 3,757.0 3,976.0 219.0 1: 	4,106.7 4,157.5 4,206.6 11 77.0 31.7 -16.2 
Department of Tratsport 1,260.0 1,410.0 150.0 11 	1,453.9 1,489.4 1,530.7 11 15.0 30.5 35.5 
DOE - Housing 	 • 1,313.0 1,367.0 54.0 1: 	1,315.2 1,375.8 1,461.2 11 13.0 -8.5 40.0 
DOE - other environmental services 363.0 433.0 70.0 1; 	442.6 446.6 448.3 :1 26.0 25.8 19.3 
Home Office 906.0 1,033.0 127.0 11 	1,120.3 1,196.2 1,212.1 11 10.0 80.9 110.2 
Legal departments 673.0 876.0 203.0 11 	964.2 1,032.8 1,095.7 11 5.0 23.7 30.0 
Department of Education and Science 2,459.0 2,703.0 1 244.0 11 	2,932.5 3,079.2 3,143.1 11 72.0 211.7 271.4 
Office of Arts and Libraries 337.0 369.0 32.0 11 	403.8 423.8 439.7 :1 13.0 35.6 46.5 
DHSS - health atd personal social services 15,154.0 16,517.0 1,363.0 1: 	17,621.6 18,458.6 19,320.1 1: 333.0 100.0 800.0 
DHSS - social security 40973.0 42,555.0 1,582.0 :1 	44,782.7 46,873.2 49,477.8 11 187.0 908.7 1,333.1 
Scottish Office 3,310.0 3,504.0 194.0 11 	3,603.0 3,784.0 3,907.1 11 66.0 60.9 118.2 
Welsh Office 1,453.0 1,556.0 103.0 11 	1,669.7 1,714.0 1,768.9 ;1 45.0 91.3 83.6 
Northern Ireland 3,593.0 3,796.0 203.0 11 	3,999.9 4,166.0 4,309.3 11 14.0 66.9 92.2 
Chancellor's depa:tments 2,074.0 , 	2,318.0 244.0 :1 	2,444.2 , 	2,560,2 , 	2,643.3 11 96.0 133.5 141.8 

"Other departments , 	1,318.0 1 	1,451.0 133.0 1: 	1,636.7 1 	1,921.0 1 	1,770.9 11 -89.0 8.3 215.6 

TOTAL ;104,769.0 ;109,983.0 5,214.0 11114,607.1 ;120,422.7 ;124,971.5 11 1,620.0 1 3,242.9 4,644.5 



TABLE 2.6: 	LOCAL AUTHORITY SPENDING 

Ministry of Agriculture, 	Fisheries 	and Food 
Department of Trade and Industry 
Department of Employment 
Department of Transport 
DOE - Housing 
DOE - Other environmental services 
Hole Office 
Departlent of Education an 	Science 
Office of Art; and Libraries 
DHSS - Health ad personal social services 
DHSS - Social security 
Scottish Offi.:e 
Welsh Office 
Northern Ireland 

TOTAL 

of which - 
Relevant expeaditure 
Other current 
Capital 1 

	

Latest 	estimates 	of outturn 	11 

	

1986-87 	1 	1987-88 	I 	CHANGE 	II 	1988-89 

	

OUTTURN 	;ESTIMATED 	:1986-87 TO11 	PLANS 	I 

	

OUTTURN 	1 	1987-88 	11 

	

186.0 	166.0 	-20.0 	11 	197.2 

	

79.0 	89.0 	10.0 	II 	89.9 

	

115.0 	126.0 	11.0 	II 	129.6 

	

2,483.0 	2,437.0 	-46.0 	I: 	2,644.3 

	

1,274.0 	1,141.0 	-133.0 	11 	1,686.0 

	

3,424.0 	3,665.0 	241.0 	11 	3,372.1 

	

4,254.0 	4,762.0 	508.0 	11 	4,933.9 

	

13,232.0 	14,467.0 	1,235.0 	H 	15,029.6 

	

480.0 	524.0 	44.0 	1: 	496.7 

	

2,738.0 	3,027.0 	289.0 	1: 	3,127.6 

	

3,470.0 	3,790.0 	1 	320.0 	1: 	3,719.9 

	

3,942.0 	4,326.0 	384.0 	1: 	4,524.6 

	

1,539.0 	1,696.0 	157.0 	1: 	1,687.6 

	

716.0 	700.0 	-16.0 	1: 	736.6 
I 	 II 

II 

	

37,932.0 	40,916.0 	2,984.0 	11 	42,375.6 

	

29,400.0 	32,100.0 	2,700.0 	11 	33,251.0 

	

4,800.0 	5,100.0 	300.0 	11 	5,073.4 

	

3,700.0 	, 	3,700.0 	0.0 	11 	4,065.9 

New plans 

1989-90 
PLANS 

205.2 
93.3 

135.9 
2,712.6 
1,538.6 
3,476.2 
5,110.7 

15,552.1 
514.1 

3,225.7 
3,981.4 
4,627.8 
1,738.1 

771.6 

43,683.3 

34,334.0 
5,384.7 
3,977.3 

	

1990-91 	11 

	

PLANS 	!I 
II 

	

210.7 	II 

	

95.6 	11 

	

139.6 	11 

	

2,787.2 	11 

	

1,460.8 	11 

	

3,569.8 	II 

	

5,264.8 	11 

	

16,017.2 	11 

	

529.5 	11 

	

3,321.8 	11 

	

4,101.4 	II 
4,770.9 

	

1,792.6 	H 

	

793.1 	1: 
II 
II 

	

44,855.0 	11 

I 	I 

	

35,362.0 	1: 

	

5,540.3 	:1 

	

3,957.4 	11 

f million 

Changes from 
January 1987 White Paper 

	

1987-88 	1 	1988-89 	1 	1989-90 

	

-14.0 	12.0 	1 	15.5 

	

6.0 	4.9 	6.0 

	

6.0 	6.6 	10.3 

	

-239.0 	-60.0 	-52.0 

	

-660.0 	55.0 	-152.0 

	

341.0 	15.1 	43.1 

	

246.0 	276.2 	330.6 

	

511.0 	413.8 	533.3 

	

55.0 	I 	13.0 	18.0 

	

99.0 	1 	110.0 	133.0 

	

156.0 	141.9 	202.7 

	

133.0 	185.1 	I 	162.7 

	

98.0 	53.4 	65.7 

	

0.0 	10.1 	12.2 

	

738.01 	1,237.1 	1,329.1 

	

1,154.0 	1 	1,045.0 	1 	1,282.6 

	

124.0 	1 	142.2 	1 	208.8 

	

-539.0 	, 	64.6 	, 	-149.5 

• 



TABLE 2.7: 	PUBLI: CORPORATIONS* 
 	1 

f million 

, , 11 Changes from 
Latest estimates of outturn New plans  , January 1987 White Paper 

11 fmillion 

1986-87 	I 	1987-88 	I 	CHANGE 	11 1988-89 1989-90 1990-91 	11 1987-88 	1988-89 	1989-90 
OUTTURN 	;ESTIMATED 	:1986-87 T011 PLANS 	I PLANS PLANS 	11 

OUTTURN 	1987-88 	1I 

II 11 
i 	, i 	I I 11 

Overseas Development Administration 24.0 	14.0 	-10.0 	11 32.2 33.0 1 33.8 	II -14.0 	0.0 	0.0 
Ministry of Agriculture, 	Fisheries and Food 13.0 	21.0 	8.0 	11 19.7 17.5 18.0 	11 2.0 	0.0 	0.0 
Department of Trade and Indistry 173.0 	-214.0 	-387.0 	:1 -111.6 -161.7 -157.7 	:1 -282.0 	-26.7 	-75.3 
Department of Energy -1,098.0 	1 	-315.0 	783.0 	11 -392.3 -643.8 -847.1 	II 264.0 	121.3 	24.6 
Department of Transport 966.0 	953.0 	-13.0 	II 1,046.1 	1 909.6 891.2 	11 -133.0 	89.4 	-10.7 
DOE-Housing 19.0 	12.0 	-7.0 	11 17.0 88.6 120.6 	11 -54.0 	-60.5 	8.0 
DOB - Other environmental services 128.0 	-75.0 	-203.0 	11 -0.5 1 9.2 86.9 	11 -178.0 	-102.4 	27.5 
Scottish Office 484.0 	390.0 	-94.0 	11 383.4 196.6 84.3 	II 60.0 	156.7 	106.6 
Welsh Office 65.0 	79.0 	14.0 	11 84.7 91.7 94.1 	II -4.0 	-0.7 	1.5 
Northern Ireland 329.0 	390.0 	61.0 	II 384.0 368.0 378.4 	11 1.0 	5.7 	6.9 
Other 12.0 	-2.0 	-10.0 	11 -78.6 -6.7 -5.7 	11 0.0 	-0.6 	-0.6 

11 it it 

TOTAL 

of which - 

1,115.0 	1,253.0 	142.0 	11 1,384.1 972.0 696.8 	11 -343.0 	110.9 	89.1 

Nationalised industries 400.0 	1,000.0 	600.0 687.1 -32.0 -386.2 	11 -105.0 	344.5 	23.9 
Other public corporations 700.0 	700.0 	-100.0 	11 700.6 1,004.2 1,083.8 	11 -240.0 	-158.7 	, 	64.8 

iFor nationalise . industries and most public corporations the planning total includes their external finance. For nationalised industries' 
external financing limits for 1938-89, see table 2.4. 


